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ABSTRACT

This sfudy investigates the political economy of military base
closure:‘ -the federal andA local public policy process and how it
impacts the economic efficiency of public resource allocation. It
describes and analyzes ' the ébcio'—ecohomic 'fag:tors affecting the
communities ¢irrounding military bases targeted for closure. It does
not discuss or analyze the base closure decision making process and
~which base should remain open or close.f A primary case study was
used for research: George' Air Force Base, Victorville, California which
has been undergoing the actual closure process for approximately
two years. B

This thesis draws on historical studies by the government and
private individuals which conclude that military base closures most
often result in positive socio-economic effects on local communities. -
Since no base has been closed in the United States in eleven years,
oﬁ;‘ case study analyzes the efficacy of these historical 'reports' and
'provides ‘conclusions that suggest the closure of a military base and
its transition into the private sector may provide strong stimulation

to most loca! economies.
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1. INTRODUCTION

A. BACKGROUND ‘

The Iron Curtain has fallen. The. Warsaw Pact is becoming a
distant memory Soviet President Mikhail Gorbachev has received
‘ the Nobel Peace prize for 1990 Thus the threat of Sov1et aggression
in Europe and of a global war initiated by the Soviets has been
dramancally decreased.

At the same time, the United States' budéet deficit for FY1991
could easily reach $300I billion. The United States' national debt is .
heading well over $4.1 trillion. Most economist estimates show the
the United States is beginning a recession. Because 'of these |
sxgmfrcant economic and political events, the United States Congress
is currently wrestlmg ‘with the problem of how to reshape the
military forces to reduce the deficit by capltahzmg on our rmproved
. national security.

Eyen with the threat of regibnal conflicts (e.g. Irnq's invasion of
Kuwait), it is widely believed in government that ‘the Defense
Department r2n be safely and prudently restructured and down- .
sized to a.- | > a substantial budgetary savmgs As a result, in
Augnst ¢’ this year, Presrdent Rush announced plans to cut the- active
duty iorces ,25% by 1995, provided we retain the ability to

reconstitute new forces should the need arise.




With a decrease in force structure as the entering argumc’fnt, it
follows that significant savings can be“ achieved by rethi'nking
America's domestic military base structure and economizing on the
operating overhead. Military bases represent a significant
oﬁportunitfy cost .both in terms of physical and human values to the
employment of these résourc;es in the private or non—defeﬁsg sectr
As such, in his budget submission for FY1991, President Bush and
the Defense Department recommended closing 35 domestic military
bases and installations.

The base closure issue is complex‘ and politically volatilg. It is
clear that given the proposed reduction in lfdrvcc and the increased
Security between the superpowers, that some degree of base closures
is warranted and in fact overdue. Yet even with'these obvious needs
esiablished, Congress ratified in October 1990 an amendment in the
FY1991 defense budget to delay militafy base closures for an
additional‘ two years.
 There are several reasons ’Congress chose to -defer 'the base
closure decision. Some are due to the perceivedbnegative socio-
economic effects on- lbcal_.' communities that translate’ to loss in
political control and po§ver for legislators. Others are due to the pure
jaolitical in‘fightihg between m'ajof parties for control of the
discrétionary spending within . Department of Defense accounts.
Regardless of the reaéons, lthis latest delay by Congress follows
- eleven years of no military base closures ‘except those initiated by a

special commission in 1988.




B. OBJECTIVE

This thesis will endeavor to assess the true socio-economic costs
of base closure and the relevancy of these costs to ithe base closure
decision. It _wili' review and e*amine government reports and
historical base closures for econowic comparison to the eventual
round of base closures in the 1990's. This thesis will address several
questions that arise from the fact tﬁat so few base closures occurred
in the 1980's: o

*Why were so few bases closed?

*How dc economic and 'political forces combine to shape military
base closure policy — and is that combination detrimental to
the efficient allocation of resources?

'-Are there economic incentives or disincentives in place to
prevent military ' base closure? : '

-What are the socio-economic effects on communities from base
closure in the 1990's, and are these effccts the same as they
were in earlier base closure actions?

oIs there a summary blueprint for gniding and understanding the
economic transition from a military dependent economy tc a
privatized economy that minimizes the negative socio-
economic impact?

This thesis will additionally seek to determine the 'economfc
relevancy of Congressional inaction and protectionism with respect to
military bhse closure. Conclusions from this the31s might assist
planners in the future assessment of economic severity and impact
on dependent local communities, and that impact's relevancy to the

base closure and realignment decision.




C. SCOPF.
' This thesis is limited to the socio-economics of rﬁilitary base
' closures on the local communities surrounding a military base. It
examines the congressio'nai relationship with the Office of Secretary
of Defense in the oversight of the base closure décision, and how that
relationship is affected by perceived local socio-economics.
| This thesis does not attempt to asses base closure decision criteria
in general, only to explain the ‘salience of socio-economic criteria and
_political processes that are subsets of the decision criteria. Lastly,
though much - has been written about it, this thesis will not
+ specifically assess the vague environmental costs of base closure. We
follow the General Accounting Office’s view that these are sunk costs
and should not be used as criteria for closure and on one side or the

_other of the socio-economic impact ledger.

D. METHODOLOGY

’The“basic form of this thesis is descriptive. This thesis is based
on research data obtained by a comprehensive review of iiterature
" and through | personal interviews conducted with several ci.vic
‘leaders, local businessmen and women, Departmeni of Defense
officials, senior analysts of the Government Accounting Office, and
members of Congressional staffs. | |

A case study investigation was conducted at George Air Force
Base, Adelanto; California. Géorge AFB was directed to close by 1992

as a resvit of the Defense Secretary's Base Closure Commission of




1988.' Information for the case study was collected via personal
interview from the Comptrollers Squadron and Headquarters, George
Air Force Base, as well as from the Mayor's offices of the five local
cémmunities that comprise the Victor Valley surrounding George
AFB. Terry Caldwell, The Mayor, of Victorville, California and Mary -
L. Scarpa, Mayor Pro Tem of Adelanto, California were especially

helpful.

E. DEFINITIONS

The following is a list of terms used throughout this thesis and
c:‘('plaincd herr to obviate any confusion.

The term "Congress” will refer to the appropriate committees in
Coﬁgress that oversee military base closure. These committees are
the Armed Services Committees of the Senate and the House of
Representatives, and the Subcommittee on Military Construction
(MILCON) in the House and the Defense Appropriations Sub-
committee in the Senate. ' | v :

| The term "Commission” will refer to the Defenée'Secrefary's :
Commission on Base Closure and Realignment established by the
. Secretary of | Defense and approved by Congress on May 3, 1988.
. The following terms are explained to define the military bgse

structure in the United States:

-the term "major base” defines a military base with moré than
300 full-time civilian employees.




-the trm “military installation” includes all the major bases as
well as several more minor properties managed by the
Department of Defense such as training and bombing ranges,
communication sites, Reserve Centers, and outlying landing
fietds. ‘

-the term “"military properties” include all the major bases and
. minor properties as well as 4,000 other (very small)
properties consisting of non-capitalized parcels of land.

The term "realignment” includes any action which both reduces
and relocates functions and civilian personnel positions of a military
installation. '

~The term ‘local communities’ will refer to all .incorporated and
unincofporated communities located within 50 miles of the military

installation being discussed.

F. CHAPTER OUTLINE

The remainder of this thesis consists of seven chapters. Chapter
m provides background on military base closure and presents
historical information on bas‘c. closure as a public pélicy decision
. making process. This chapter analyzes the 'political‘ volatility, both at
- the national and local levels, associated with closure and realignmeqt.

Chapter III examines the literature and documentation on
historical socio-economic effects of base closure on Iccal communities.
It introduces the Economic Adjustment Committee, analyzes itsl
" Civilian keusc Report, and assesses the Report's relevancy to future
closures. This chapter provides an analysis of other literature

regarding socio-economic impact and identifies key costs associated

‘with base closure.




Chapters IV and V discuss a case study of base closure at George
Air- Force Base in Adelanto, California. Chapter IV introduces the
case study and gives ah account of the Géorge .AFB base closure
pro'cess. Emphasis is on the socio-economic impact and transition
efforts of the local communities located in. the Victor Valley. Chapter
V. provides an analysis of the socio-economic impact at George AFB as
it compares to historical information from earlier base closures. .

Chapter VI pfesents conclusions based on the this research. It
discusses and lists steps to reduce the socio-economic impact of base
closure ‘on‘lloca‘l communities. A generalized base closure model is
pfovid'ed from the research. It summarizes the - economic efficiency
or inefficiencies due to the overlapping political policy decisions and

economic truths regarding domestic base closure,




II. HISTORY AND CLIMATE OF BASE CLOSURE

A. BACKGROUND ‘

" Though .the Départment of Defense (DoD) is’primarily responsible
for the structure and execution of the military forées, it must work
through a compléx framework of governmental direction, 'guvidelines,
‘and agendals. The shared power émong the Executive, Congréssiénal,‘
“and Judicial Bréncheg of the government more often than not
determines the scope of choices for the DoD. ' This has been true
thrbugh military build-ups, and is especially true in the curren.
climate of military build-down.

1. Base Structure and Early Closures

Amcncas mllltary base structure today 'is a result of the
mlhtary bmldup that occurred during World War II and continued
through the Korean War. During this period, the number of domestic
military installations increased ten-fold. It wasn't until 1961 that
the Secretary of Defense began to select bases for closure or
realignmen;. During the eight year period 'frbm 1961 to early 1969,
~over 950 domestic defense installations were identified for closure to
achieve an estimated savings of $1.6 billion [Ref. 1]. | Approximately
60 major bases were included in these cloSuréS; - These actions
~ involved the elimination of 220,000 civilian and military pdsitions

and the relocation of a zomparable number of persohnel. During the

Vietnam era, base closures and realignments continued to a point




that through 1979, over 150 additional major military installations:
were targeted and eventually closed. [Ref. 2] |
2. Today's Domestic Base Structure

As of 1990, the Defense Department manages over 5,500
United States military properties world-wide. There are 3,800 bases
in the United States. Of these, 618 are defined to be major military
bases‘[Ref. 3]. Several of these bases exist today‘ long after changes ‘
in ' the threat, technology, or the size of the force have rendered the -
mission associated with them obsolete. There are several examples

of bases that support obsolete missions, including!:

sLoring Air Force Base, Maine: built in 1946 as a Strategic Air
Command base to support B-47 bombers which required the
base location to reach the Soviet Union. This strategic
rationale no longer exists and the base is subject to very
high operating costs due to inclement weather. For example,
the base receives an average of 105 inches of snow a year
and snowdrifts pile high enough to clip the wmg tips of the
B-52's now stationed there.

*Fort Douglas, Utah: originally built to guard stagecoach routes to
the Wild West. Now serves as an administrative post. '

*Fort Monroe, Virginia: surrounded by an 18th century moat and
originally built in 1834 to defend southeastern Virginia's
Hampton Roads from Redcoats. More than 40 years ago it
was deemed obsolete as a coastal defense, and now is home
to the U.S. Army Training and Doctrine Command -and the
U.S. Continental Army Marching Band. : -

. 11t should be noted that several other examples of bases that have obsolete
missions are now being closed as a  result of the Defense Secretary's
Commission on Base Closure and Rcahgnment which is discussed later in this
report. .




Fort Sheridan, Illinois: built as an extension to guard Old West
expansionism and now is a headquarters for a recruiting
district.

Though the Defense Department itself has recommended

several hundred bases for closure or realignment in the past ten

years, a statutory provision enacted by Congress in 1977 .(10 U.S.C.

2687) created procedural obstacles to base closure and as such, no

major base has been closed during the ensuing period. Under this
law, domestic military bases can not be closed by Defense
Department order alone. Congress must be rotified and, depending
on environmental impact, other assessments and studies must be
prepared. This. law governing domestic base qlosures and
fealignments applies to any proposed action that yvould close a base
Qheye at least 300 civilians are employed or results in a realignment

affecting more than half the civilian employecs', or 1000 civilians,

whichever is lower. Procedurally, Congress is notified of any such

proposa} as part of the annual budget requesi. The 1988 Commission

was allowed to disregard the 1977 law and yet it recommended

closing only four bases with greater that'l‘ 300 civilian' employees.

And though this list was approved by Congress,' these bases won't
actually be closed until 1992 at the earliest. '

- In January 1990, President Bush, with the concurrence of

Budget Director Richard Darman and Defense Secretary Dick Cheney,

presented to Congress an FY1991 Defenssz Budget that included a

proposal to close 35 domestic military installations (inc'luding 12




major baéés). SECDEF Cheney, when presenting the propbsed list
stated:

"We cannotl responsibiy reduce the defense budget

without looking at bases and production lines. 1 asked

the service secretaries to review their . basing

requirements around the world at the same time they

were reviewing force structure. The announcements I

am making today are the result of those reviews and

reflect the service proposals." [Ref. 4] |

In Octlober 1990, in a decision made during. the battie to
finish the budget during a continuing resolution, Congreés agreed to
delay any further base closureé (effectively voiding the President's
proposed list) until new procedui'es could be es.ablished for shutting
down or re-sizing military in.stallations. In that vote, thgress
broposed. establishing another. é.ominission (like that established in
1988) to produce a comprehensive base closure list for 'congressionél
consideration by the end of 1991.
3. Potential Sa&ings
The savings of closing‘military bases, when comparéd to the

total . defense ~budg‘et, are potentially enormous. The President's
" Private Sector Survey on Cost Control (commonly known as the Grace
Cbmmissioﬁ, after its chairman, J. Peter 'Grace) concluded in 1983
that a ten percent reduction in the existing military base structure
could reduce outlays for operations by $2 billioh per year. Studies

by the Office of Management and Budget (OMB) have put the figure

11




~as high as 5 billion year. In 1987, the Defense Department sstimated

that savings of $1 billion annually could be realized. The diversity in

the savings figures is due in part to the differences in proposed
closures and resulting force structure, but it appears savings in the
'$1-5 billion per year range are generally accurate. [Ref. 5]

4. The Defense Secretary's Commission on Base

Realignment and Closure
On May 3, 1988, then' Secretary of Defense Frank Carlucci

established the Defense Secretary's Commission on Base Realignment

and Closure. The Commission was formed as a result of congressional -

passage of the "Defense Savings Act," a bill introduced by
Congressmaa Dick Armey of Texas. This bill called for the formation
of a nonparti‘san comrniseion to select domestic bases which could be
realigned or ciosed without harming the ‘nation's security.
Additicnally, the bill required that savings to cover the cost of
.closure be realized in less than six yems (the six year payback period
implied a rate of return of 10 percent). The Commission was given a
six month pcnod to analyze and assess a‘ domestic mllxtary bases.

In accordance with House Resoluuon 1583 the Commission was to

evaluate the nation's military bases against five factors defining

military value:

« How well the base is capable of servmg its purpose - for
deploying combat ready troops

« The availability of facilities such: as buildings, runways,
warehouses, and piers :

» The physical condition and technological sophistication of the
facilities

12




* The quality of life for personnel and families assigned to the
base including the ccudition and avaxlabxllty of housing and
recreational  facilities

. Community facilities that support the ' base, including
commercial transportation, utilities, complementary
industrial activities and expertise.

After examining these factors, the‘Commission looked at whether to
reloéate the base's activities or deactivate the units. The Commission
was also to consider how closing a base would affect the local
communities. ‘
Tneir report was presented on December 29, 1988. The
Commission recommended 86 bases for closure, five forl_ pértial
closure, and 54 for realignment [Ref 6]. Under the charter of the
Commission, this list had to be accepted in its entirety or totally
’rejected by the Secretary of Defense and Congr'es?s. Both the
Secretary of Defense and Congress accepted tne entire list and the
closure process fer the selected bases begaln. in January of 1990. The
earliest closures will be complete in December 1992.
| Th‘e Commission's report also recommended that a politically
acceptable process be mutually 'decided ‘on by both Congress. and the
DoD so that a commission of the same nature would not be necessary
in ‘the future. 'This was because the Commission recognized its
significantly' limited scope and resources, and tha: in its view, force
structure should define base closures and not the other way ‘around.
This was hearuly endorsed by the Government Accountmg Office
(GAO) which strongly disputed the decisions of the Commission

. claiming that some of the projected savings of closure projected by

13




the Commission (which led to the recommendation for closing a bace) ,
were grossly in error [Ref. 7). At the time, Congress agreed with the
inherent problems of a Commission and informally decided that the
Commission was a one-time action. |

However, the final FY1991 Defense Authorization Bill orders
the creation of a _e__ commission to decide future base closures.
~ With provisions similar to the previous charter, the new commission
- will be formed in February 1991 and be required to send ciosure
‘recommendations to the President by July 1. The President the DoD,
‘and the Congress would all have to approve the list in its entirety.
The legislation also authorizes base closing commissions to be re-
appointed in 1993 and 1995.

The Defense Department objects to the formation of a new
commission and views it as a stalling tactic which chips away at
. executive pewer [Ref. 8]. Two questions should be answered prior to
an assessment of base closure and socioeconomic effects: What were:
the problems that required the- formation of a base closure
commission in’ the first place — and why the congressional hesitancy

to allow the Defense Department to close bases at all?

' B. CONGRESSIONAL HESITANCY
The 'reason that there Were no bz‘lselc‘los‘ures for ths last ten
- years, regardless of the potential savings to ‘the'gos'ernrlnent, can be
directed attributed to Congress. " There are two widely recognized
political themes f!?at. lead to impediments to military base closure:

"Pork Barfel" politics, and "The Power Game."

14




1. "Pork Barrel" Politics

The traditional ‘way that American politicians have kept in
great favor with the home folks is to obtaiﬁ slices of federal "pork"
for their districts. - Politician. seek money from federal discretionary
spending accounts for activities such as Cams, ma-- transit, defense
and military bases which cr‘eatev jobs and promote. spending in their
areas. Over 60 percent of all discretionary spending in the federal
budget is in the Defense aécOunlts, and therefore politicians focus
their attention on these funds. This power and control obtained from
grabbing budgetary pork can lead to great disbarities between
achieving economic efficiency and maintaining a political agen. - as
members of Congress have oftén atter.n'pted to keep Imilitary bases

open in their own di‘stricts‘regardless of the viability of the base.
| Quite. simply, military bases provide hundreds to thousands
of the jobs for local communities and théy inject millions of dollars
into local economies. For the most part; members of Congress believe
the sudden loss oi a military base has a large negative socio-
economic impact on the local communities and, should the re;ise of
~the base go to private industry, that then Congress would not have
control over the dollars that go to the community. - To be successful
in Congress, one has to maintain a pro-active stance on issues and
spending federal dollars in one's district to create jobs re-enforces a
perceived "paternal” leadership over one's district. Congressmen and '.
‘women fear that a loss of a base would directly translate to a loss of

votes. As members of the House of Representaiives in particular face
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re-ele~tion every two years, base closure chomcs an unsound
political decision when weighed against the potential loss of office.

' For this reason, since 1961 the news of possible base closures
has been an alarming prospect for lawmakers whose dlstncts benefit
from the jobs and income the bases create. ~ The negatwe
congressional response to the proposed base closures for FY1991 was
unified and strong.' For example, on the same day the list was
released, one Congressman from Philadelphia raced home and called
a hurried news conference at the very gates éf a shipyard on the list
in his district to publicly denounce the propoéai. [Ref. 4]

Congressional anxiety over éven the suggestion of base
closure illustrates .the parédox of the current fervor to cut military
spending. At the same time that legislators are eager to cut the,
. military budget, they fight in earnest to protect cuts in their own
districts!. As Defense Secretary Cheney stated when presenting the
FY1991 defense budget proposal - _

"Everyone on Capitol Hill preaches that we don't have a
World War II threat and we don't need this World War II
military.  Fine, but that means you don't need all the

troops and you don't need all the 'bases.. The effect of all

10ne of the most illuminating cases on parochialism to date is that of Rep.
Sam Gejdenson of Connecticut's 2nd District. Congressman Gejdenson, a
nuclear freeze advocate, voted on a single day in 1986 to cut funds for the D-5
missile, which was to be depioyed on Trident submarines, and then for an
amendment, which he sponsored, he' voted to spcnd an additional $1.5 billion
on the submarine itself. The Trident is built in Groton in Mr. Gejdenson's
district. The D-5 missile is not. [Ref. 9]
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this red. tape and parochial reaction simply niakes it
harder for us ever to close a base.” [Ref 4]
2. The Power Game | |
Parochialism is not the only problem. The second problem is
the institutional interest in Congress in preventing the Executive
branch (through OSD). from having the sweeping ‘powef to close
military bases.  There is widesprea;i' fear in Congress that an
administration with unrestricted” base closure power . may use that
power as a political weapon to intimidate Congress.
Executive power versus the legislative power of Congress has
‘becn a long standing battle on Capitol Hill. Congressibnal control
means influence and power, and control of .the discretionary
sﬁending' within the DoD Iaccounts is an extremely attractive method
for Congress to get, and hold on to, power. Congress often accuses the
Executive branch of using the discretionary nature of these accounts
as a political weapon. _ | B |
| Most ‘rccently, of the 21 bases proposed for closure in the
FY1991 defense budget, 19 were in Derr'nécratic_districts.
Representﬁtive Patricia Schroeder, the Colorado Démoqrat who heads
the Ar‘nied SerVices Subcommittee on Militai'y Insfallations, accused
Defense Secretary "Cheney of producing "an unbalanced; partisan hit
list." [Ref. 10] Chairman of 'th'e,the‘Ho‘use Armed Services Committee,
Representative Les Aspiﬁ of Wisconsin, went further and stated -
"Politically, bases can be deleted or perhaps added. That

creates hostages for the Administration. Vote against a
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vet override, your base is safe. IVote to override, your

'base is threatened. Simple as that." [Ref. 10]
Most democratic ‘legislators were convinced that the base closure list
was 'punishment’ for the Democrats who had voted for specific cuts
in defense to leaq a military build-down in the late: 1980's. It
lpurposely created, they felt, an embarrassing paradox in that if they
acted to defend the bases in their districts after the President and
the military said the base was unngcessary, they would appea‘r* to be
self serving and two-faced. Historically, these .very conflipts
represent the struggle tl'or'r_basé closu/re power. To fend -off such
problems, Congress legislatéd several impediments to base closure in
the late 1970's, effectlvely limiting the power of the Pre51dent and
further mcrcasmg congressmna] control.
C. FORMAL AND INFORMAL IMPEDIMENTS TO BASE

CLOSURE

In order to limit the President's power to close domestic military
bases, Congress initiated significant legislation in 1977 that
,effcctivelyl ended base closures for over ten years!. The most
‘restrictive statute passedl was 10 USC 2687, a provision that was

offered as ét_n amendment to the Military Construction bill by then-

1Some domestic bases were closed from 1977 to 1979, but those had been
specifically selected for closure, and had begun the closure proccss. pnor to
the enactment of the the 1976 legislation.




Congressman William Cohen of Mainel. Section 2687 required the
Defense Department to carfy out complex ‘cnvironmental impact
studies in accordance with the National Environmental Policy Act
(NEPA) and meet stringent public notice and comment requirements
before it may' begin to close a base2. In the case of Loring Air Force
Base (the first real test case), this]statu;e, though iﬁrwcuous sounding
at first, was instrumental in preventing Loring's closure.

An environmental impact statement (EIS) is required by the
statute. An EIS can take as long as two years and cost over $2
.million to complete [Ref. 5].- The military services are responsible for
completing it and must present the final draft to Congress for review.
Any interested party (congressman or well orgaﬁized political éction
groups) can take the military to court and insist that the EIS be
analyzéd‘ further to consider some ﬁreviously unnoticed = or
'incomplete aspect.  These: buréaucratic 'delays  may take several

years, during ‘which time the key members of Congress become

It should be noted that Congressman Cohen's legislation was introduced
shortly after the Air Force announced its intention to close Maine's Loring Air -
Force Base. ' ' :

2This environmental legislation, ostensibly to protect the -environment
from any negative aspects of base closure, came on the heels of a co-sponsored
bill by Mr. Cohen and then-Majority Leader Thomas 'Tip' O'Neal. The Cohen-
O'Neal bill would, have required Congressional approval before any base was to
be closed. President Ford vetoed the legislation saying it was an assault on
executive branch prerogatives - a position he stated would certainly have
been upheld by the fedcral courts. Approval by Congress is not expressly
required in current law. - Base closure decisions are initiated by OSD and prior
to 1981, OSD exercised an aggressive policy of base closures and realignment.
In 1981, Secretary of Defense Casper Weinberger assigned this responsibility
to the individual military services. [Ref. 9] -
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arousled, fhe local citizenry become mobilized and united, and.va'rioﬁs
members of. the'press' become -‘active to provide even further
impedimcnfs to closure. | | "

In the Loring AFB case, the Air Force produced the initial EI>
- about six ménths after the closure was ‘ori‘ginally announced, and
| submitted it for pudlic comment. A ,I\#ell organized public forécd a
revision and'_a second 'report, resulting in a delay of four years.. In
1980, thr vMai'ne congressional delegation successfully inclu,ded a line .
item in an authorization bill which refused appropriation monies for .
the closure of Lorihg. In fact, the Maine delegation was éventually
. able to expand the Loring facility with the money that Assistant
‘Defcnéé Secretary Liwerence Korb ‘sai‘d "was shoved down our
throats." As ;a result of the 1976 legislation,: and fhe Loring failure as
a model case to use the legislation to political advéntagg, further
attempts‘ to close bases in thel 1980's were likewise unsuccessful.
[Ref. 9] | |

The Balanced Budget and Emergency Deficit Conﬁol ‘Reaffirmation
‘Act of 1987, commonly reférred to as Gfaham-Rudinan-Hollings
(GRH) II, fur-er restricted the ‘power of the president to close
military bases. Once sequestration under GRH II has taken effect,
and the budgetary cuts for the Department of Defense have been
determined, the pfes'ident has the authority to exercise flexibility in
allocating these reductions. HOWevér, according to Title 1 qf the

Deficit Red’uction Procedures, section 252(c) .(2) (b), "No action taken

by the President... for a fiscal year may result in a domestic base




closure or realignment that would otherwise be subject to section

12687 of title. 10 United States Code".

D. PUBL’C POLICY DECISION MAKING
As with any other public policy decision, there are several
constraints and political process inefficiencies that must be
addressed prior to analyzing results or recommending solutions to
resource allocation problems such as domestic base closure. At a -
minimum, the range for solutions must be feasible. Before assessing
the economic ‘truths of base closure, it is necessary to provide
background on thelpolitical process. of public policy decision making -
for we may find that some policy decisions to effect true economic
befficiencics may not be feasible in American government.
1. Public Management
There are two distinct political levels in the area of domestic
base closures - the federal government and the local ‘goverﬁmeht.
Each has different agendas-énd strategies, but both are dependent on
the same political processes and on each other; Public management
is different from private management. Public managers are
responsible to a large number of stakeholders, and are often times
unclear as to what their stakeholders interests are. These managers
are evaluated for their pro-active actions by their ability to maintain
"bureaucr'acy' and thus power, rather than their ability to generate
profits, or .in this instance, to save money.

Public managers are successful if they successfully manage

~the politics (influences) that decide or have control over their




organiiational policies. [Ref. 11] These influences include tradition,
presidential control (or control directly from above), congressional - |
control, and the electoral process. Governmental power to set new
directions is limited by strong tradition and culture, standard
| procedure, and bias to old norms and against change. Above all, it is
the collection and management of | power and control that influences .
thé actions of public managers. '
Public managers are most like private managers at the
operational level, but very different at the strategic level of planning
and management. Domestic base closure falls under ‘strategic
planning. In general the base closure decision, like 'strategic
planning: [Ref. 12]
| <has long time korizons

shas a large numbers of stakeholders (who are hard to clearly
1dent1fy) :

shas a potentlal for high stakes (hlgh risk and high costs)

sis hard to evaluate (results can change with time)

-mvolves many intangibles |

*is made in an area ‘where no one person dommates in expertise

For these reasons, the public manager. (both at the federal and local

level) is subject to relevant criticism regardless of thé decision he <’)rv

she makes about base closure ard base reuse. Whether the decision

is cconomig:aliy efficient may or may not be the over!'iding concern.
2. The Public Ménager's' Self Interest

The conventional wisdom for the federal govei'nment's

" inahility to close unnecessary military bases is mostly attributed to




self-interest on the part of Congress. and self-aggrandizement on the
A paﬁ of the Defense Department. Rent seeking is a fact of life and
economists argue that rather than eliminayting self-interest, it should
be understood, anticipated,land exploited for the public good. [Ref.
13 ’

It is true that the military has no feason to conserve land or
tran'sfer.i.t to higher-valued nonmilitary uses. It costs them nothing
to hold land (once they have acquired reél property), and it ceases to
bg reflected in their operating accounts. Except for the provision in
the one time: base closure Commission charterl, the military gains
nothing from the sale of land as receipts go to the Land and Water
Conservation Fund of the Treasury. |

- However, the military does not merely hold land, they also -
use it. Land méy be free; using it isv not. Its use requires outlays for
logistics support, base operations, and general maintenance. These
vfixed costs are significant to the military and while the military self-
interest might lead them to substitute land for labor or capital, to do
so beyond the point of negative returns would be in opposition to
their own interests. The majority of fixed costs in running a base

could be avoided if the base was closed and the missi’dn consolidated

IThe 1988 Commission's charter state that the proceeds from the sale of the
military property of the bases selected for closure by the Commission would go
directly to an account that would fund further base closure costs - hopefully
eliminating special appropriations by Congress or reprogramming DoD monies
to. support up front base closure costs. It was assumed that most government
held lands would be sold at fair market value. ' '




at another base which has excess capacity. The fact that millions of
dollars in base operating funds could be saved (avoided) if military

bases are closed is prima facie evidence that the returns to the

military from the use of land are negative.

Since 1981, the Secretary of Defense has directed that basé
closure decisions should be initiated at the military ser\)ice level.
The reSponSes to closure nomination requests have been less than
enthusiastic. Though it appears the services are giving in to self-
interests, one can estimate that this lack of enthusiasm for closure
proposals can be attributed to .an understandable unwillingness on
the part of the services to enriagey congressionai preferences. By
reluctantly submitting closure . nominations, the services are
acknowledging their shared power relatibnship with Cong'rgssl. This
reluctance may be correctly Imanaging. the sources of. influence over

their own agenda and objectives, i.e., they are giving in to known

Congressional preferences not to close bases attempting instead to

obtain high priced wedpon systems.

Political self-interest is easy to see (the press seems to report
it daily) and seemingly in opposition to. reacﬁing an economically
efficient resource allocation decision in domestic base closure. To
local politicians, bases have become much like entitlements. Civic

leaders see bases as stable institutional elements of the tax base, a

constant source of jobs and local business contracts, a consistent’

source for housing renewal and real estate transactions, and an
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annual contribution to community affluence through indirect benefits
and social programs. |

To federal politicians, military bases are considered first and
- foremost as jeb programs. Congress fecls that any adverse decision
regarding base closures in their districis may suggest incompetence
or lack of interest in thei}' constituents (pro-active actions are
rewarded and perception equals reality for the public manager). The
strategic decision to close a military base for some future benefits to
the community and a supposed greater economic gain for the country
in general is too vague and 1ntang1ble for the worker who loses his ,
-job 'tomorrow.' And the blannually elected Congressman takes a
distmct risk to back the long term decision.

Saving real jobs reads better in the 'local paper than
potentiélly providing new jobs. ‘Economically efficient resource
aliocation ‘is secondary. : The primary Congressional concern is where -
federal dollars are spent, and the distribution of wealth, rather than
what those dollars buy.' ,ideally, the transfer of military land to its
highest economic use would stimulate resource allocations that would
have the propert); that no one .could be made bétter off without

someone else beihg made worse off!, and therefore should be the

1This economic concept is defined as Pareto efficient (after the Italian
economist-sociologist Vilfredo Pareto) and represents ‘a theory of the most
efficient allocation of resources. It does not take into account welfare
distribution (i.c. who benefits the most from the allocation), just that everyonc
in total gets the maximum value of the land. Congress obviously cares about
who is made better off by policy decisions.
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real self-interest in Congress. Obviously though, maximizing

" efficiency may not ‘be the 'same as maximizing the voting block for

re-election.

Controlling the budgetary pork of discretionary }defense.
spending suggests tha.lt congressional self—ihtg;est ‘would always
oppose domestic base closure, and therefore economic -efficiency.
However, in many cases the closure of a certain base would not lead
to a more efficient use of the land (even if the military can
consolidate missions at another base) and therefore congressional
self-interest is economically positive. Clearly, ‘militai'y operational
qonimitments should be used as a decision criteria for base closure
and should be weighed against the opportunity cost associated with
holding that base. Congressional self-interest helps balance the
decision making process. |

3. Summary . ,

In summary, public management is different than private
management and Ais subjyect to several distinct inﬂuehces, unique
reward systéms, short ‘decision making horizons, and other political
constraints. Domestic base closure is a strategic public policy
decision and therefore very difficult to assess. Government officials
are primarily concerned with how decisioﬁs will affect the
distribution of welfare, and secondarily concerned with true.
economic efficiency.  Because of the power struggles between

Congress and the Executive branch (including DoD), some base closure -

recommendations could be politically motivated and therefore,




congressionall self-interest may be sérving the best economical use of
military land' in the final analysis.

At a minimum, ih,e public policy decision making process lS
complex and volatile, and serves as the background for a more
‘thorough economic discussion of public policy decisions with respect
to dolr‘néstic;. base ciosure. Altho'u.gh public policy and the self interest
of public managers are a large ‘paft of the closure decision making
process, it does not address the basic theories of economic efficiency

which will better define tﬁe overall political economy of base closure.
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III. ECONOMIC ANALYSIS OF BASE CLOSURE

A. SHOULD CONGRESS LISTEN TO ECONOMISTS?

Base closure is an issue of policy and economics. For this thesis it
is not sufficient to assess the socio-economic effeéts of domestic base
closure without addressing the view of economic efficiency in the
design' of policies. The base closure problem providés fertile gfound
for assessing efficiéncy against the distribution of wealth. In general,
economists prescribe solutions for situations where :private market
behévior does not maximize the efficiency of allocation. Cohgress ‘
often enacts policies which substantially alter the economist's
suggested solutions in favor of political agendas for the redistribution
of wealth. Historically, legislatdfs do not follow the advice of
cconomists in the area of base closure .and instead intervene in the
process, often leading to inefficiency. [Ref. 14] |

1. The Economist's Public Policy .

Does Congress take the simpli'stic, short sighted solution when
conduciing base closure, attempting to lessen the socio-ecomméb
effects of base closure? "Or, are there relevant issues Ithat obviate the
economist’s role (economic efficiency versus politically preferrad
welfare distribution) in the base closure decision? Economists whr
evaluate domestic public policies (such as domes-&ié base closure;

invariabiy conclude that problems exist becsose:
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1. prices do not equal true marginal social costs
2. certain markets are nonexistent .or underdeveloped

3. negative distributional aspects of market economics such as
disinvestment and income fluctuation are altered with
specific market interventions instead of a general tax-and-
transfer remedy.[Ref. 14]

These probléms are generally recognized by economists and’
non-economists alike, but economic solutions are often ignored by
legislators. In an example of the first case, th‘e}prxcc or cost to hold -
land by the militery 'does not equal ‘t‘hc true marginal social
opportunity costs for that land. © To encourage the most efficient ‘use
of the land on which milit;&y bases are built, the government would
be requlred to charge the militiry "rent” for usi‘ng land.  This
provides an mcenuve for the mxlltary to put the land to its best use,
or in other words, to create a situation where the opportumty costs
of alternate uses equal the marginal costs to own the land. [Ref. 14]

With respect to the negative distributional aspects of market
ei:o'nor.nies‘. Congress intervenss in the base closure transition process
by enacting policies to compensate specifically chosen individuals
~and . communities who, it is believed, will suffer. directly or in'directly
from the closure. Here, Congress is placing policies of welfafe
distribution (through 'compensation) above those of potential
- efficiency. ~ Several aspects of this pohcy deserve attention before we
address a specific case study and offer generalized solutions and

recommendations.
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First, can those who are to suffer from the base closure, the
losers, be easily categorized and do they exist at all? [In the next
section we will briefly review the history of base closures from the
recovery point of view and the mechanisms in place' in the
government to assist recovery. We will find out .zhere were far
fewer losers than host believe] Secondly, do the benefits of a certain
welfare distribution serve policy makers in such a way that the gains
outweigh the loss in pbtential economic efficienéy? Lastly, if

compensation is required in the view of the public policy maker, why

doesn't private industry mirror the 'procedure's of domestic base .

closure compensation when a major plant or business .is closed in a
community? | |
2. Who are the Losers in Base Closure?
The clearest case to determine winners and losers in the base
closure prof:lem is one where a' community is isolated, small, and has

a major military base adjacently located (within 50 miles). In the

beginning, the public policy decision that was made to open the base

in this community created a privilege (augmented the income of a
particular sectorl) and increased the value of existing assets (homes
- and businesses). But as éntry into the sector occurred, the ' asset

values have returned to their pre-privilege levels. Even if entry did

1The enactment of a policy privilege creates profit windfalls only when
entry is restricted and only for existing owners. Military bases have
historically been built on government pre-owned land which was not
available for sale; hence, the restriction to entry. '
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" not dissipate the 'rents’ entirely, only those entrepreneurs who
owned assets prior to the base being opened would have received
windfall wealth gains. It follows that those, who bought assets after
the base opened pay for the increased income, a price that
recognized the previous windfall gain, but they do not receive the
excess profits. |

The reverse occurs when a base closes. Asset values are
lowered to below current market value initially, but disinvestment
and unemployment occur to restore the equilibrium. If the base can
be reused éompetitively (returning to the value it provided the
individuals and \the communities), then only those who go bankrupt
in the -intcrim lose wealth. If the base is not reused, then those
businesses that remain solveﬁt and were in business. pﬁor to“the
base opening would éimply lose the windfall gains they had received.
Only the firms that opened after the base had been opened and
remain in business after the base closure 13se real wealth, because
they never received the windfalls in the. first place. These
individuals and bucinesses (which are economic stakeholders) are
the losers_if the policy decision is to close Ithe base. However, it
would be pragmatically difficult to specifically identify them in‘any

closure situation.!

1Even an additional subgroup of these stakeholders would need to be
eliminated as losers, i.c. those who foresaw the possible closing of the base and
entered the sector at discounted prices or costs.
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If we cannot identify the losers, can compensation be
justified (and therefore the burden to the federal: taxp'ayer"be
‘justifi'ed) in other ways? The provision of compensation Idoes
improve fhe probability of enacting legislation that promotes
allocational efficiency of the -resources .that otherwise would be
~ blocked by political action'. Historical studies show the costs of base
closure are directly related to any delays that occur toward
productive re-use. Compensation of the losers has smoothed the
transition process, preventing litigation by disgruntled residents

which previously delayed the process. Though compensation of this

nature is decried by some as favoring the influential and the activist,

many of the historical base cldsure transition decisions did
' ameliorate legitimate wealth-loss concerns and thus facilitated the
transition itself (thereby reducing the overall cost. of closhre‘
significantly). Therefore, on this level, compensation can be ‘useful
even if it is imperfect.[Ref. 14]
3. Base Closure We.lfare' Redistribution Versus
Efficiency , |
All policy proposals that alter prices or create markets to

improve allocational efficiency create one-time wealth gains and

'losses.. ‘Should those who' lose 'wealth because of such policies be

protected by political institutions (is the protection necessary?) and

if so, what form should that protection take?
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Figufe (1) displays the difficulties created by economic policy
proposals. The axes represent utility for two groups in society
affected by a base closure poliéy decision.  Social .welfare for the
people of ‘a community located near a militéry base is represented by
thé distribution A (before any base closure action), Total social
welfare is less than it could be in this state (within the welfare

frontier) because a decision has been made

Pareto Improvements and Utlllty Possibilities
in Base Closure

Utllity possiblilities
schedule

Utllity of
Losers of
base ciosure
declsion

Utliity of Winners
of base closure decision

A: Utliities before base closure is proposod

B: Outcome preferred by loszrs

C: Outcome before any ad]ustmoms/componsatlon

D: Outcome if poor local planning ,

E: Outcome If good local planning, government
assitance/compensation, and winners
compensate (osers

Figure 1
to close the base, vinferrin‘g that there is a higher valued use fo; the
government owned resources as well 5s the specialized privately
owned resources. Welfare distribution B represents the outcome

initially preferred by the losers of a base closure decision (they

would choose to keep the base open at the expense of a possible




increase of total social welfare or an increase in the welfare of the
win;xers.v After the base is closed, the social v'velfare is represented
by distribution C. Those who directly benefit from the closure (via
the alternate use) are better off, and those who lose from thé closure
(firms that opened after the -base was open and relied on the base for

business) are worse off. It is assumed that in most cases the winners

‘will outnumber the losers and therefore, it should be noted, that the

releasc of government control of the land to local control has made
the total welfare slightly larger than the initial statel.
Economists argue that any policy that moved the economy

from A to C was a potential Parcto improveme‘nt because the

-resulting distribution could be rearranged to make everyone better

off (i.e. the eventual Pareto improvement in the movement to
distribuiiopi E). [Ref. 14] However, unless it can be shown that th.e
mevement to C did not result in more goods for some and less
for others (which it usually does), political policy makers generelly

prefer movement back to A (up the vertical scale and therefore a

lAny point on the utility possibilities schedule (the curve itself) is Pareto
efficient; no one can be made better off without making someone worse off.
Any movement within the dotted lines from (C) up to the curve would be a
Pareto improvement. Movement from (C) to (D) would be a movement from an
inefficient point (C) to a more efficient point (D), but would not be a Pareto
improvement, ‘since the losers from base closure would be worse off than
before. However, it would be a potential Pareto improvement if the winners of
the decision would compensate the losers and eventually move the total
distribution to E. Politicians rarely vote for exclusive gains for the winners
(and no gains or losses for the losers) and for just "potential” improvements.




decision not to close the base) regardless of the potential Pareto
- improvement and the overall increase to social welfare. [Ref. 15]

Therefore as stated preﬁously, Congress is more interested
in equity and distribution of wealth than efficiency. In fact, Congress
will often decide public policy‘ resource allocation questions in favor
" of the lower income individual. This is particularly true when the
results of the decision are vague and will not be met with resistance.
The easiest justification is to claim that the decision will benefit the
most people, and from a paternal sténdpoint, it is particularly
politically effective if the benefits go to the poor. This preference to
adiust wealth (control the gains and the losses) to favor the lowest
income despite opportunity for the potential improvement to overall
efficiency is known as Rawlsian economics and poliéy. [Ref. 15]

In addition, in the area of base closure, Congress manages the
-movement in utiljty by using a mixture of majority vote and
compensation. In accordance with public law, once a base is closed, a
cursory offer for the base is made to other government 6ffices and
then, as is the case in most situations, the base is disposed of to the
local community(ies) for majority rule reuse. Congress also has
established elaborate compensation packages available to enhance
the transition process and protect the economic property rights of
those who claim to be losers (administered through the Office of '
Economic Adjustment). Political scientists argue that the problems of

mixed gains and losses from policy decision should be managed
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exclusively through majority rule instead of compensation. However,
a case for compensation can be made for base closure,'situations. |
Where there are mixed gains and losses, the use of majority
rule is- the ‘only viable alternative to attempt to maxirﬁize a citizen's
benefits from social decisions (given the uncertainty about vhisv
position and the position of his descendants in the distribution of the
eventual gains and losses). Majority rule lowers the likelihood that
unrepresentative indi‘vidu‘als ‘become pivotal and are thus able to
extract large sums for their consent to transactions that inflict losses
(we will see this clearly in the case study of George AFB). ' However,
the fairness of the majority rule depends on whether there are
several decisions and the winners of egch are different with each
decision. If the losers always lose, then the gains and losses do not
balance over time. In the issue of base closure, the ‘decision is one
time in nature and thus the issue of compensation is ‘relevant.
Therefore, it . appears Congress has economic standing to use
c,omﬁensatioﬂ to enhance the base closure 'process even if it is
difficult to specifically identify the losers. |
4. Compensation: Public Versus ‘Private Policies
Historically, rhajor indixstry does not compensate losers when
it closes a major plant. [Ref. 15] If compensatioh 'is relevant (in fact
required by law) for Congress to use in domestic base closure ease.s,"
why aren't private businesses required to compensate individuals
and cdmmunities when they close a major plant? This question may

shed some more light and give economic justification to the process
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currently used to dispose of military bases and lesson socio-economic
effects of base closure. | |

Private plant closures closely resemble domestic base
closures in that large numbers of stakeholders are affected. The
Bureau of Labor Statistics reported that from January 1981 to
January 1986, almost eleven million Américans were put out of work
due to plant closures [Ref. 17]. A GAO study of business 'clos.ufes
between January 1983 and December 1984 found that the median
length of prior notification was seven days [Ref. 18]. Thirty-three
perécnt of the businesses provided no prior notification. Only one in -
seven employers offered dislocated workers a comprehensive
assistance‘ package (incomc ‘maintenance, continued' health insurance
‘coverage, counseling, and job search assistance).l

The abrupt termination of employment has .é negative impact

on the local commmiity as well. It is estimated that for every 100

T Companies traditionally have not exercised any obligation to employees
or communities by offering extended prior notification and/or compensation
(beyond those benefits accrued prior to the plant closure announcement - e.g.
severance pay for salaried employees). Legal efforts to enforce one or the
other fail as ‘it is believed that there are many circumstances under which
mandatory notification - would cause:

»a decline in worker productivity

scancelation of orders for the employer's goods
-an inability to obtain credit

«a drop in the company's stock price

-an inability to sell the plant's capital assets

Some of these results are seen in military base closures as well (e.g. civilian
employees tend to relocate well in advance of the official closing' date, leaving
base offices empty handed).




jobs lost, the local community *suffers 200 to 300 job losses as the
result of a rippling effect [Réf.l9]. When Bethlehem Steel
abandoned much of its operations at its Lackawanna, New York
facility in October 1983, 7,300 jobs were terminated in a
municipality of 21,700. The layoffs resulted in a loss of $4.1 million
a year in real estate ta)l(es for Lackayvanna. City rates inéreaseg by
29 percent and the school tax rate increaséd by '40 i:)ércent to cover
revenue shortfalls. [Ref. 16] o |
The primary' difference between base closure and private
plant closure is the identity and number of stakeholders involved in
. the respective action. The stakeholders in base closing are the
economic losers of the policy decision, which for practical reasons is
the great I- majority of the local community both because individual
loseré can't be feasibly identified and .because the communify as a
whole is granted stakeholder vstatus by politicians. . The legitimate
stakeholders in the pfivate plant case are the stockholders and
employecs. The  issue as to whether the community is also a
stakeholder has been contested in courts.
| In 1979, the town of Youngstown, Ohio, filed a lawsuit
against United States Sfcel for a "breech of conn;act" to pfevent two.
plants from closing. The two plants employed" 3,500 workers and
~had been a dominant presence in Youngs;own since the 1920's.
Community officials wanted the corhpany to be held accountable for
the veal(pected tax revenue shortaée’s that they claimed could cause the

town to eventually declare bankruptcy. The lawsuit sought




compensatory and punitive damages to cover costs incurred by the
town. The city's lawyers' maintained that ihe 55-year relationship
between U.S. Steel and the people of the Mahoning Valley was
analogous to a marriage, and the city was entitled to alimony
(compen§ation). Ref, 16]

It was deterfnined that the case. was worthy of judicial
consideration. The presiding judge, Judge Lambros, ébmmented that
it appeared a property right had arisen for the lengthy,. closely

established relationship between United States Steel, the steel

7

_industry as an institution, the community in Youngstown, and the

people in Mahoning County and Mahoning Valley in having given and
devoted their lives to this industry. He continued by saying, "though

U..S. Steel cannot be forced to remain in Ydungstown, the law can

. recognize the property right to the extent that U.S. Steel cannot leave

the Mahoning Valley and the Youngstown area in 'a state of wéste,
that it cannot completely. abandon its obligation to the community,
becau‘se certain vested .rights have arisen out of this long relationship
and institution."[Ref. 16]

 In his final ruling, however, Judge Lambros dismissed the
property rights claim by noting, "Unfortunately the mechanism to
reach this ideal settlement [from the plaintiff's perspective], to
recognize this new property. ‘right, is'not now in existence in the épde
of laws of our mation... this court is not a legislative body and cannot
make laws where none exist - only those  remedies by virtue of

precedent of prior case law can be given cognizance. In these terms
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this court can determine no legal basis for the finding of a prbperty
right.” [Ref. 16]
S.  Summary

In summary, in some circumstances, there could be legal and
political standing for local cortnunities to receive compensation for
domestic base closure. Compensation should be limited to the
legitimate economic losers of the base closure decision, but these are
next to impossible to identify. Beyond pure economics, there is
economic justification to using compensation to sméoth the - transition
procéss and stimulate reuse. |

Additionally, the potential Pareto efficient solution ,méy not
be as relevant to the military base closure decision as it is for other
- policy decisions because . base closure is a one time action where
simple majority ruj~ wi'l cause unfair and less eff1c1ent allocation of
resources. Theref. \re, t..omestxc base closure policy as a combmatlon
of economic issue: of allocation and efflclency appears to be
appropriately decidcd by a c_dmbination of self-interést seeking

economic and political policies.

B. SOCIO-ECONOMIC CRITERIA OF BASE CLOSURE

The socio-economic: effects of domestic base closures can be
w1desptead and devastatmg to communmes and individuals. The
federal government officially gives socio- economlc standing to all

communitiés located within 50 miles of the military base to be

closed. Socio-economic effects are greatest where the base and the

communities are heavily interdependent and where the base and
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communities are ~geographically isolated from other regional
economic influences. In several closure cases from the 1960's
through the 1970's, base closures caused isolated communities in the
Northeast and Southwest parts of the country to initially lose over
half their economic tax base and job str‘ucture. [Ref. 1]

Several socio-economic criteria have been listed by cbmmulnities‘ '
and individuals in the past and have been claiined as reasons they
should be counted as losers in the domestic base closure decision.
The socio-economic criteria most commonly listed are: loss in civilian
jobs, the multiplier effect! in the loss‘ of employment to the
community, the loss in the local economy due to canceled contracts
and losses to businesses, loss to'community goddwill, loss to‘bus’iness
from sales to mili{ary personnel, loss to real estate values; and home.
sales, loss in student enrollménts, loss in- tax-base (both civic and
educational), loss of privileges (hospital, recreational and social,

commissary and exchange) for military retired and eligible veterans.

1The employment multiplier represents the mathematical relationship
between employment changes in the basic sector of the local economy and the
resulting changes in total employment in the region. The employment
multiplier assumes that an increase in community exports, ceteris paribus,
leads to an increase in nonlocalized (export) employment; that such an
increase: in employment directly leads to an increasc in community income,
which as spent induces a derived and calculable increase in localized
employment.  Essentially, the employment multiplier highlights the total local
employment effect resulting from employment changes in nonlocalized or
export industries. Military bases depend on a nation-wide network of
procurement and services which requires the local service sector of the
ecoriomy to support an export market (transportation, utilities,
communications, contract construction, etc.). This empioyment effect is very
;similar to the familiar Keynesian income multiplier. :
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Though some of these are dependent on weakly established property
rights (economically and politically derived), each loss should be
considered by policy makers to enhance the closure transition
process; but each is not economically worthy of compensation.

As discussed earlier, economic losers of the base closure decision
are only those who are subject to win‘dfalll losses' due directly to the

closure of the base, and who are not compensated by the result of

the majority rule on the reuse of the base. Therefore, though each

economic loss listed abow}e is acéurate, it is only relevant for a small
segment of the populatfon. However, compensation (in any direct
and indirect _férms) has been historically giveﬁ to individuals and
communities for each of the criteria listed above, regardless of true
ecbnomic standing. The political influences for compensatidn have
outweighed the economic influences. -

The primary negative effect that local communities Iand
government focus on is the loss of jobs. In some case, the impact of a
nearby military base closure on jobs is more severe that the closure
of a private concern such as a comparable manufacturing business.
The employment and wage structure interjected into a community
by the federal government can actually help keep private industry
out of the area (particularly when the federal wage rates are higher
that would-be private rates). Thus, when the government closes the
basé, the community is hurt wofse‘ than it .would have been if
comparably sized businesses had been lost. Additionally, it has been

shown that communities become complacent with military bases in

42




their district and do not attempt to attract private business which
would help the community. |

Socio-economic effects can be predicted by’assessing whethgr.
communities near bases have a higher ratio .f service or support-

oriented employment than other comparable communities without a

" nearby base. Examples of service-oriented employment are:

econtract construction

swholesale and retail trade

stransportation and communication industries
«finance, insurance, and real estatev'

elarge number of state and.local governmen: support offices .
A study conducted in the late 1950's attempted to define the

interdependence of bases and communities. [Ref. 1] The study first

‘defined a "locational quotient” as the measure .of the relative

conceritration of employment in a given industry in one area (the
subject economy) as corhpared to another area (the benchmark
economy). The locational quotient. was . used to ‘h‘igh.ligh't
interdependent base-community.relationships where secondary job
'l‘osses could be significant with base closure. ‘The job losses in these

base closure situations were then regressed against the reduction in

average military and civilian employment. The results disclosed that

the employment multipliers for DoD personnel assignad to
operational bases were statistically . significant and meaningful: tke
loss of 100 civilian personnel can be expected to result in the loss of

258 jobs in the service sector within six months.  Similarly, the
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transfer of 100 military personnel from uny operatzonal base’ can be
expected to result in the loss of 66 service jobs in the local economy.
The study indicates that for isolated communities which have not

significantly diversified their dependency away from the

government (and consequently have a large service-oriented

emplbymént sector), . there is a considerable initial socio-economic
impact (in direct and indirect job loss) that should receive economic
and political attention from responsible governments.

Two other criteria are worth special mention. The first is the loss
of retail sales and the cffects on local retail business. Mlhtary bases
a.e mostly self-contained and self—suff1c1ent in the retail sales as the
Exchange and Commissary structure is extenswe. Studies have
s‘hownb that only 40 to 45 percent of the gross military payrolls of
nearby installations are actually spent in the local community. This
spending generally accounts for only a small proportion of the total

buying power of the area. Therefore only a very small number of

local retail sales businesses will be affected to a significant degrce'

. (specifically ‘any who are located "just outside the - gate” and
exclusively cater to  military). ‘
Secondly, much has been written about the effects on the local

housing market with respect to a sudden base closure announcement.

1The distinction of an "operational” base vice a “training” base is
important here: training bases are subject to vastly different personnel
strengths.  These bascs usually have a larger number of enlisted personnel
who are temporarily assigned to the area, who have lower mcomes, and who do
not usually bring dependents (if any) to the area. '
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Though the dependent variables to assess the impact on a particular
housing market by base closure are highly correlated!, studies have
shown market prices to be sensitive economic indicators of the socio-
economic effects on the community as a wholé. Gross demand for
residential housing in any community is highly inelastic (over a
;elevant range) with ' respect to price. When a base closure in
announced, tlhe local housing market normally experiences “soft"
conditions. Many homes are simultaneously offered for sale and .
there are few buyers. Immediate houéing impacts are normally
sever, though as we will see in the next section, recovery is fairly
rapid along with the economic adjustment due to base reuse. [Ref. 1]
For those families who are "forced” to relocate when a base closes
and who cannot financially wéit out- the readjustment period,
Congress authorized the National Housing Act of 1965. Section 1013
of this act established a Homeowners Assistance Revolving Fund to
corhpcnsate military and civilian personnel .fox the major portion of
their lesses in disposing of their homes following military base
closures, where "in whole or in part, there is no present markot for
the sale of such property opon reasonable terms and conditions.”
Under this program any individual homeowner may elect either (1)

to dispose of hlS or her home through pnvate sale and to accept

1Growth, or lack of growth, in a particular housing market can be a result
of several -criteria, many of which may have a much larger influence than the
closure of a local military base. Overall growth rates in a community, other
major business activities, the overall state of the economy (boom or recession),
and any number of other influences can skew cause and effect studies.
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compehsation for the difference .of up to 95 percent of the local
. market value prior to the closure announcement, or (2) to transfer
the property to the government for compensation of up to 90 percent
of the the pfe-closure value. The federal government is also
authorized to effect payments ' in lieu of tai;s to the local
jurisdictions for all of its: local ;Sroperty holdings. The, responsibility
for managing the locél properties rests . with the 'FHA which is

likewise compensated for its expenses. ,

C. HISTORICAL LOCAL ECONOMIC RECOVERY

Two natural questions arise: Given all the potential negative
‘soéio-economic effects_of‘ base closure, what has been the actual
results of qlosure decisions, and are ‘élaims for compensation valid?
Historically, each and every time a base él‘osure has been announced,
th,é initial reaction by individuals, local business, and local
government has been to- decry the potential economic losses and
mobilize lto prevent bases from closing (regardless of the value of
the base to the miiitary, or the highest valued use of the land to the
government And its people). Before assessing 'the socio-cconomilc
effects ‘of a current base closure, we shall briefly detail the results of
base élosufc on local comfnunities in the past.

T_o- alleviate the negative socio~ecbnomic “éffects of Base closure on
local cconomies,' the'vEchomivc Adjustment Program was initiated in
- May 1961 and, since 1970, has been rendered through the Economic
Adjustment Committee (EAC). A,The EAC is composed of 18 federal

departments and agencies and chaired by the Secretary of Defense
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(see Appendix A). The Office of Economic Adjustment (OEA) serves ‘

as the permaﬁent staff for the Committee. The background and
history of the EAC and the OEA is described in Appendix B.

1. "25 Years of Clvman Reuse."

A report published by the Economic Adjustment Commmec ‘

in May 1986, entitled "1961-1986: 25 Years. of Civilian Reuse,"
provides an optimistic summary of completed military base economic
adjustment projects (both' closures and realignments). The report is
a summary of 100 military base economic adjustment projects and
focuses on the military and civilian job losses, the replécemént jobs,
and the principle industrial/commercial/public reuse activity and its
eventual impact on the community.

In summary, the report found:

New jobs (138, 138) more than replaced the loss of 93, 424 DoD
civilian jobs - including 127, 889 jobs from n=w plants and
firms. . . :

*Twelve four-ycar colleges and 33 post-secondary vocational
technical schools or community colleges with 53,744
students are on the former bases. ‘

oIndustrial and office parks are located at 75 of the 100 former
bases.

*Forty-two former DoD facilities are being used as Municipal or
General Aviation Airports. :

*All 100 of the bases have been reused by civilian organizations
in one form or another. [Ref. 20) '

The report further states that the transition period

(described as being 2-3 years) in securing new civilian uses can be

- difficult for many -communities. [Ref. 20] The report does not
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comment on any gqf the other socio-economic effects listed in the
previous section of this thesis and whether they have been offset by
the reuses of the military bases.

2. Economic Re-development

_ An extended 1970 study by a Debartmeﬂt of the Air Force
.budget and .systems analyst, Mr. John E. Lynch, details several
economic recovery examples that go much further into . the socio-
economic effects of base closure and how well the communities have .
recovered. Though the study is dated, there are several elements
andl recommendations from it that have beer{ echoed in more recent
studies and Congressional testimonies.

In his work, Mr. Lynch studied twelve base closures from
Roswell, New Mexico, to Presque Isle, Mainc, and repoftcd on initial
- closure effects, economic interdependencies, ‘re‘covery stlfategies,
economic and political recdvery, efforts, recovery problems and
delays, and final recovery éppfaisal. A summary of these effects
follows. )
The vast majority -of the cases studied by‘ Mr. Lynch found
communities 'heavilyl dependent on the payroll and other economic
effects of the local military base. Ten of the twelve communities
studied reacted to the closure.' announé:ment with characteristic
' fr'ustrationl and anger, These communities formed anti-élbsure'
coalitions which initially were supported. by local political leadership

and press. All attempts to stave off closure were fruitless, and it was
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- generally a matter of months before each community Bcgan to work
on reuse and redevelopment issues. [Ref. 1]

The initial effects oflclosure were all projected to be grave
for each case studied, yet only proved to be bad for a third of the
communities. [Ref. 1] '‘And these were only initial effects. In every
case where redevelopment eff<|)rts wcre,ofganized (in all cases with
help from the. OEA) and quickly implemerited, the longer term effects
were generally positive. The worst cases were recorded when there
were several local communities surrounding one base that could not
agree and coordinate reuse.

Perhaps the most visible example of community discord in
recovery efforts took place with the prOpbs::d closure of the Mobile
Air‘ Material Area (MOAMA) at Brookley Air Force Base in 1964. An
initial task force was | created with the objective of attracting
"$200,000,000 of industry to the area in the next five years." [Ref. 1]
“The task force was composed exclusively of businéss and political
leaders. Dissention developed and culminated when the mayor of
Mobile (not included in the original group) established a "Battle for
Brookley” committee. This organizatiori' included labor and religious
participation. The dissension between ihé two groups together with
ti)e disagreement between those who wished to continue a political‘
battle to save Brookley from closure, and those who wished to begin
practical economic recovery plagued the Mobile ‘County communities

for well over a ycar. This community disagreement postponed
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effective community-wide recovery efforts for nearly two years into
1986.

‘In the Mobile case, the study concluded that the recovery
delay contributed to the socio-economic effects felt by the region.
Total employment initial dropped 5 percent (106 000 to 101,000)
when the base closed, but continued to be depressed for another two
‘years. [Eventual reuse (the base was turned into an industrial park)
helped increase employment to over 110,000 and additionally
contributed to the tax base by 15 percent over pre-base closure
_levcls [Ref 1]

In all of the case studles, initial socio-economic effects
experienced were less than projected. . And in all cases but onel, the
growth rates in population, housing, tax_basé,, and business inc'ovme
eventually outpaéed projected rates had ghe militai'y bases remained
and the communitics ‘been forced to aggressively pursue private
1ndustry | |

3. Summary
In summary, both the EAC report and the John Lynch study

suggest that the negative socio-economic effects assumed ,with

IThe closure of the Black Hills Army Depot in Edgemont, South Dakota
(1964) was the one case that at the time of the study (1970), showed continued
economic troubles directly attributed to the base closure. Edgemont is located
in ‘an isolated corner of South Dakota and suffered long term declines in
population, business net income, real estate values, and increases in
residential and commercial vacancy rates. Even a recent check in 1990 shows
lingering effects in that growth rates in Edgemont have not kept pace with
comparable communmcs in South Dakota. :
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domestic base closure are at worst temporary and evén.tually turn to
positive gains given community accord in redevelopment steps. The
OEA has been critical to assisting redevelopment and smoothing the
transition process. This in turn has avoided potential costs to the
base closure process and helped bring about economic efficiency in
resource allocation and in the government. The case study to follow
seeks to compare and contrast these historical results with a closure

currently in process.
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~IV. CASE STUDY

The purpose fof introducing a case study in this thesis is to
research and ‘examine the socio-economic and political relationships
pertinent to ﬁ1ilitary base closure in the 1990's. OQur primary case
study is that of George Air Force Base, Adelanto, California. George is
in the process of being closed (formal closing procedures began in
January 1990) as a result of the 1988 Commission's recommendation
and will be completely closed by Decembér 1992. George was chosen
as our primary case study because it appeared to employ a
significant percentage of the local populaiion and with its four
neighbpring communities, Was geographically isolated and mutually
interdependent — highlighting ‘what could represent the severe soéio-
economic effects of base closure in general.

As an addendum to the George AFB case study, we include some
key comparative elements from a study on Moffett Field Naval Air
.Station', Sunnyvale, California. Moffett was proposed for closure in
the President's FY1991 Defense budget and clearly represents a
military base located in a highly prosperous economic climate that
would seemingly not miss the civilian ‘payroll that the base brings to
the surrounding communities. The data from Moffett will be used to
compare and contrast the socio-economic data from Geo'rge.‘

This case study will demonstrate how communities faced with
military base closure in the 1990's react to the closure'of their

military installation, how they perceive the socio-economic effects of
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closure, and how they combine economic and political resources to
srﬁooth transition aWay from dependency on the federal govermﬁent.
This case study will also highlight how the Office of Economic
Adjustment assists in thelbase closure process. Finally, it will also
examine the relevancy of base reuse .in determining . successful
transition. |
A. GEORGE AIR FORCE BASE

George Air Force Base was established in October of 1941 in the .
heart of the Southern California Mojave Desert approximately 110
miles from Los Angeles. At that time, four smallunincorporated
communities surrounded George and immediately embraced the base
as their major local employer. These communiti‘es are now
incorporated and are Victorville, Adelanto, Apple Valley, and

Hesperia (see figure 2). Adelanto and Victorville are the closest

. communities to Gecrge and share borders with the base. Known as -

the Victor Valley, this area has a total population of over 200,000
people. Geor‘ge AFB itself houses approximately 6,000 military
pcrﬁbnnel and their dependents. [Ref. 21]
1. Victor Valley Communities ' ;
The City of Adelanto encompasses 23,325 acres of land and

has a population of about 11,000 people. Only 5,000 acres in the

_central part of the city are actually developed. Growth (projected at

near 20 percent‘ annually) is expanding to the south and the east,
toward George AFB. Land use near the border with Geoi'ge AFB is

zoned primarily for general manufacturing and commercial
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"development. Residential areas of Adelanto are currently exposed to
noise levels between 65 and 75¢B from aircraft operations at George;

commercial areas are exposed to noise levels reaching 80dB, [Ref. 22]

George Air Force Base and Commurities

Figure 2
Victorville enconipasses 33,283 acres and has a poﬁhlation of
31,700. . ngrg'e :AFB represents Victorville's 'eighth largesf employer.
All the communities in the Victor Valley are primarily "bedroom”
éommﬁnities for an expanding population who live in the Victor
Valley and commute to work into the San Bernadino and Riverside
areas (approximately g.45 minute commute on Interstate 15). A

large portion of ‘retired families live in the area as well. Overall

54




growth in the area has been five percent per year for the past fivg
years and is projected to remain steady. [Ref. 23]

Adelanto and Victorville,vwhich have the highest proportion
of George AFB personnel in relation to total population, provide a full
range of services for Geérge. Adelanto provides general government,
fire protection, street and highway maintenance, c'omr'nunity
developments, water (from its own wells), apd disposal of solid
‘wastes.  Victorville pr‘ovides general government, fire protection,
street and 'highway mainte‘n‘ance,‘ and community development.
Water is provided primarily by the Victor Valley County ‘Water
District. [Ref 21] o |

2. George A.F.B. Military History

‘Initially called the Victorville Army Airfield, the base was |

later renamed in honor of the late Brigadier General Harold H.
George, a World War I Ace. The base was activated in 1941 under

 the jurisdiction of the Commanding General, West Coast Air Corps

Training Center. Training began in February 1942 on various types

of bomber aircraft, including the B-25 and the B-24, and continued
throughout the second World War. After the war, Ggorge AFB was no
longer reQuired as a tfaining center, and in 1945, the base was
‘placed on a "stand-by" status and used to store surplus B-29'§
“assigned to the Air Technical Service Command. ]
The United States Air Force was born in the late 1940's and
the base reenteréd active service i_h 1950 when the 1st Fighter

Interceptor Wing was assigned to George as part of the Continental

55




Air Command and the Fourth Air Force.l In September 1953, the
479th Fighter Bomber Wing was moved to George and became the
first supersonic wing in the Tactical Air Force. The first F-4 Phantom
II's arrived in 1962 and the base's primary mission was changed to
defense iﬁt_erception. In 1975, the first F-4"'Wi1d Weasel" squadron
arrived to conduct the anti-air suppression mission and has been a
constant at the basp ever since. _

In 1985, the aging F-4's were mostly replaced by the newer
and more sophisticated F-15's.  Also, the 39th Tactical Fighter
Squadron. (established in 1982) wa's’ decommissioned and became the
.'35th Tactical Training Wing. In June 1984, George AFB became tﬁe
horﬁe of the 27th.Tactical Air Support Sduadron, a tenant unit of the
602nd Tacticﬂ Air Control Wing, flying the OV-10 Aircraft. [Ref. 24]

George AFB was selected for closure by the 1988 Base
Closure 'CommiSsion.' Some of the 'milit.ary units. at George will
deactivate while the majority of base operations \\'rill be relocated to
Mountain Home AFB, Idaho. The base is scheduled to close by
December 1992, but a caretaker force of ép_proximately 100 will
"remain if the base facilities have not been turned over to a new
user. .

3. George Air Force Base's Capital Asseté

George Au' Force Base sprawls over 60,000 acres Qf the
California desert and has over 1,600 family .housing units, a fully
'equipped 30-bed hospital, a modern fire station, 26 permanent and‘

temporary lodging facilities that can accommodate 1,786 people, two
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large aircraft runways, and housing for nearly 2,500 families. The
total replacement value of George's capital assets is over $175
million. The following, tables detail George's capital structure at the

end of 1989 (all data extracted from Ref. 24).

TABLE 1: GEORGE AFB LAND

Fee owned 3,150
Easement, Right of Way 274
Leased . .6 .
Donated 1,920
Other 5,614
Total 61,495

, TABLE 2: TOTAL FAMILY HOUSING UNITS AND

DORMITORY QUARTERS
Officer 23 56 66" 145
Enlisted 733 485 278 1.496
Total ' ' 1,641
|QUARTERS NUMBER
Airman/NCO - 19 1,671
Visiting Airman 1 - 23
Visiting Officer 2 52
Temporary Londging 4 40
Total 26 1,786

TABLE 3: GEORGE AFB RUNWAYS
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TABLE 4: GEORGE AFB MISCELLANEOUS BUILDINGS

Buildings Number Square Footage
Aircraft Maintenance 47 534,582
Civil Engincering 20 91,429
Base Supply ‘ 22 . 271,299
Administration 47 307,704
Commissary 1 47,971
Recreation 30 127,628

\

TABLE S: VALUE OF CAPITAL ASSETS

i : Value
Land : $1,147,273
"Buildings | $125,286,367
Other (Radar Tower, sidewalks, Runways) $49.834,060
Replacement Cost Total $176,267,700

4. George AFB Civilian Payroll
George Air Force Base employs over 600 civilians from the

local communities. Tables 6 and 7 detail the demographics of these

employees and the total amount of the dollar employee payroll. In.
addition, it is estimated George Air Force Base 1nd1rectly creates over

- 3,500 secondary jobs in the local communmes (multiplier effect).

[Ref. 241 When these jobs are tied to the existence of ‘George AFB,

George becomes the major influence on jobs in the local communities..

TABLE 6: NUMBER OF CIVILIAN EMPLOYEES

AAFES Base and Area - 205
NAF 245
Comractors/Others (estimated) 158

Total 608
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TABLE 7: SUMMARY OF GROSS PAYROLL BY
CLASSIFICATION AND HOUSING LOCATION ($000'S)

: Living Living
Classification On Base . Off Base Total
Appropriated Funds Military ‘ , ~
Permanent Military $43,743 $68,403 $112,146
Appropriated Funds Civilian
Total Civilians ‘ $12,067
Nonappropriated Funds and Other Civilians . , ’ ,
Contract Civilians (NEI*) o $79,000
Private Businesses on base by type: ,
Branch Banks , . ’ $133,613
Credit Union $591,590
Other (AAFES Vendors) . . $38,282
. Civilian NAF/BX . $3,930,841
Military Retirees : - '$27,985,000

*Not Elsewhere Included

5. Initial Community Reaction to Closure
When the George Air Force Base closure was announced as a

part of the Base Closure Commission's report in late 'December 1988,

~most of the community reacted just like commurities before thém

have, with disbelief, outrage, fear, and a feeling of betrayal. Many,
including community leaders and the leadership at George, felt that
George would always be a part of ‘the Victor Valley and that 'the Base
Closure Commission had erred in assessing George's military value
[Ref. 23]. Small organizations from each community were formed to
attempt to fight the closure. [Ref. 25]

Several ‘factors contributed to the reactioﬁ of .the local
residents. First, when the announcement to close George appeared in
the local pfcss,‘ a time table for the closure was not included.

Additionally, the instinctive view of the residents was that the base
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w.ould close abruptly instead of the two year gradual deactivafion
~ that is taking place. |

As a result of these feelings, several letters were sent to the
local district representative, Congressman Jerry Lewis (California's
35th District). One local. television statipn aired a special report
wﬁich predictcd "a 25 pcfcent loss of economic affluency in "the
Victor Valley directly related to closﬁre.'f [Ref. 26] Even as late as
February 1990, in response to the draft 'Environmentalvlmpact
Statement' prepared by a staff under Captain Wilfred Cassidy,

Tactical Headquarters, Langiey AFB, several citizens and retired Air

Force personnel from the communities were trying to fight the,

closure (examples of correspondence can be read in Appeﬁdix-C). It
wasn't 'until‘ the Spring of 1990 that éommuﬁity leadership began to
érganize toward base reuse and completély' abandon - all hOpe' of
keeping George AFB opeh. |
Initially, the residents of the two neighboring communities,
Adelanto and Victorville, felt the closing of the base would cause
economic hardship throughout the area. Such things as new home

consiruction began to slow, loans for the purchase of new and

existing homes became difficult to obtain. Banks anticipating a glut

of homes on the market at approximately‘ the same time came to the
conclusion that it would not be a wise business decision to ektend
themselves further in the Vicforville area. Interviews §vith, local real
est‘atei' agents indicated that tﬁis slow-down lasted six to twelve

months.‘
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George Air Force Base employs over 600 civilian employees
that are working in various départments -of tenant commands
throughout the base. | These employees are in various jobs such as
contracted food services, budget analysts, and receptionists and
secretaries. The .init‘ial reaction of these employees was one of
concern for their job security. Many felt they would be without a
job, and offered no restitution, compensatic.m,‘consideration, or
further opportunity for government employment. [Ref 27]

Grievances were filed with the appropriate labor unions and
arguments were heard before visiting Congressional staffs and
members of 'the_President's Economic Adjustment Council. Civil

servants were informally told that they would either be:
-relocated at their option to other bases, or;

-given a chance for further government employment at another
location, or; ' "

-given an opportunity for other types of Federal employment, or;

-offered expanded and extended worker compensation benefits if
the other employment options were not acceptable.

Military employers of these civilians observed that once the closure
announcement was ‘offi‘cial, the senior and most experienced civil
servants quickly found employment (on their own behalf) in other
areas. By not waiting and relying on the government to offer them
other employment options, thev civilian employees’ assured
themselves of finding acceptable alternative employment. It was

noted that these more experienced civilian employees were the
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people that base management was depending on to assist in the
closure of the base. |

Another initial reaction to base closure was the Air Force's
‘immediate halt of construction projects which ‘were only partially (40
percent or less) completed, and the decision not to aWard further
construction projects’ to civilian contractors, Local residents reacted.
angrily believing that the majority of the construction on ‘the base
was completed by local contracting personnel. H’owe?cr, due to the
Air Force's restriction to award contracts to the lowest bidder, this
was not necessarily the case. In fact, all of the new -construction then
underway at the base was being completed by contractors outside
the local (50nm radius) area.. . .

6. Community Planning, Organizatioﬁ and Coordination

with the Office of Economic Adjustment

Soon after the base closure announcement in late 1988,
several emerging leadership groups contacted the Office of Economic-
Adjustment (OEA) and requestcd‘ assistance. The office assigned
project mahager Ken Matzkin’ to the George AFB closure (as well as
other closures in the Western United States). Mr. Matzkin visited |
each corﬁmunity and group ‘and provided them with .an information
packet detailing the assistance that ‘{vas available from the OEA and
the EAC. He observed a developing friction among the communities
with regard to the reuse of the base, as well as lingering bad
sentiment about the closure itself. ‘His first recommendation was

that each community government form an organization that would,
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as a single entity, be able to work with Was‘l'hington D.C. on the
closure. This had worked well in the past where there were several
local communities affected by a base closure. Soon thereafter, the
cities of Victorville, Apple Valley, and Hesperia formed the Victor
Vélley Economic Development Authority '(VVEDA). . The City of
Adelanto declined to participate and i.nstead isolated themselves to
their own agenda. [Ref. 28] |
The Mayor of Adelanto, Edward Dondelinger, is a retired Air .
Force Master Sergeant who had worked at George AFB for several
years just prior to retirement. Two points separated his view of the
reuse of George from that of VVEDA. The first was that he
| effectively claimed "first rights" for George. He pointed 6ut that
George AFB used Adelanto's water supply, had two Adelanto schools
on the base itself, was closest to Adelanto and affected Adelanto
more thaﬁ an'y other one city. The second point he envisioned was
that the George would become an international airport. |
Dubbed the "Super-Hub of the Southwest” (to be officially
~ called the High Desert International Airport), this facility could
become ‘a transportation hub able td serve 50 million passengers
each year, provide for a large volume of cargo and freight operations,
and even accommodate future generation hypersohi‘c’ and sﬁb-orbital
aircraft currently in development. To garner early qontroi of the
base reuse, Adelanto submitted several offers to the DoD to purchase .
the base in "as is" condition.r All were turned down by the OEA — the

last offer being a down-payment check of $2 million. [Ref. 29]
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In the mean time, the Office of Economic Adjustment and the
U.S. Air Force organized a tour of several past successful base closure
sites for the civic leaders in the Victor Valley. The Air Force ﬁew
these politicians and influential business leaders at no charge to six
cities around the country that had not only survived base closure but
had actually‘thrived. The trip went a }ong way ‘to influence the
community leadership to actuaﬂy embrace‘ the base clo’sure as an
opportunity ' to ‘di'versify away from federal government
dependencies. Mayor Terry Caldwell of Victorville stated that due to
th.at trip, all the communities, with the. exception of Adelanto, had
become cohesive in working together to redevelop George to

everyone's advantage. [Ref. 23] ‘ |

| The OEA also gave VVEDA a $95,000 grant to help pay for
the cost of a formal redévelopment survey and assessment.’ This
money also went to pay for professional analysts from the Co‘uhty of
San Bernadino who would advise VVEDA on options and help withi
promotional methodology. ¥The VVEDA redevelopment | plan. was
centered around the‘ idea to reuse George as a small regional airport
(only very small community airfields éurrently exist). Since: this plan
seriously disagreed with .that of Adelanto's, Adelanto continued to
refuse to negotiate or participate in the VVEDAI efforts. [Ref. 30]

The OEA, in ordg:r to effectively coordinate redevelopment of
George, had to work cooperatively with all the local communities.
Adelanto’s. insistence on opposing VVEDA .caused reuse efforts to

slow considerably — endangering the immediate reuse when George
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closes in late 1992. Adelanto " threatened’ to "litigate the
environmental reuse factors to the maximum extent,"  thus
effectively preventiﬁg any reuse for an indefinite period until they
were given priority for redevelopment. [Ref. 26] The closure of
George would mean economic loss to Adelanto, but by far the most
significant éspect of reuse was Adelanto's p‘o‘tential gain.

"

In early November 1990, Adelanto played its "political cards”
~and called a special meeting for all Victor Valley.community leaders
to be held at Adelanto's expense m San Bernadmo (a neutral sne)
Mayor Dondelinger of Adelanto used the mcdla to promote the
concept that he was now going to be the political "savior” for the
George redevelopment coﬁuoversy and bring all sides together for a
cémpromise. Thcugh no official reéolution wés made duﬁng the two-
day talks, both sides tcﬁtativel')' agreed that a study should be dbne
to analyze the poéitivc and negative effects of George becoming a
large regional airport and industrial center, with the possibility of
expansion and growth at a .later time.
7. George AFB Base Closure Socio-Economics

‘Despite‘ the eaﬂy predictions of economic demise during the
initial reaction to the George AFB closure, the communities have not,
nearly 3 years after the announcement, shown signs of an ecpnomic
downturn. Several economic effects were studied, but we focuséd on
local business and real estate, population trends, and 'jobs.

Real Estate. "This may be more of an opportunity for my

office than I ever thought,” said Larry Demers, the manager of Tri-
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'Valley Realty located just two ‘miles from the George AFB main gate.

[Ref. 31] Mr. Demers, more than any other business person we met,
saw the negative initial effects of the closure. Over fifty percent of -
houses in the sub-divisions that he covers are occupied (rented or
owned) by George AFB employees and military. Mr. Demers said that
local real estate busineés "dried up" and he was forced to ‘co\ncentr:;te
his business toward commercial real estate and the downtown area

of Victorville for the first six months after the closure announcement.

However, just six months afterl the closure process had begun, he

noticed that mew construction returned and the prledicted glut of
homes for sale on the market never materiélized. 'fhe San Bernadino
County Real Estate Board seconded his observations. In fact, home
values have' appreciated nearly five percent in the past year. [Ref.
31} | _ '

. Population Growth. Overall population growth is pointed
to as the reason for the lack of a locai housing and business recession.
The Victor *Valley h'as. experienced a steady growth rate approa'c.:hing'.
10 percent for the past ten years, and is estimated to conservatively‘
be closer to five percent overv the next 20 years (see Table 8). [Ref.
Zl]l - Adelanto, starting from a smaller base, Has had an annual
growth rate over 20 percent. The Victor Valley is an attractive
location for retire'es‘ and commuters offering clean air, low crime

rates, large properties for homes, and many small service industries

. to support families. Things weren't always this good, as Mayof

Caldwell noted, "We are lookihg pretty good now, but if George was
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forced to close 15 years ago, we would have been in deep trouble.

Back then, we were heavily dependeht on George." [Ref.23]

TABLE 8: GROWTH PROJECTIONS VICTOR VALLEY

TYPE 1986/87 2010 ANNUAL %ANNUAL

| GROWTH ___ GROWTH
Population ~ 100,850 215,720 . 8,988 . 4.0%
Housing S 50,541 131,542 3,375 6.7%

Commercial Retail ' 5,728,400 12,292,400 273,500 4.8%
(Building Sqr. Ft) ‘ ‘ :

Industrial ‘ 4,445,753 13,855,653 392,079 8.8%
(Building Sqr. Ft)

Office 1.445,975 5,821,900 182,330 12.6%
(Building Sqr. Ft) o
Table by William C. Lawerence Company, Inc. 1987/88

Jobs. The effects on local jobs are harder to estimate. The
closure §vill obviously affect the primary 600 civilian einployees who
work at George, causing them to move .or accept a choice of
compensation packages. IThe employment multiblicr ‘effects on the
secondary job market require extensive analysis. Although each
base contributes differently in térms of significance, ..thc effects
which they have on their respective local communities afe similar.
In particular, funds spent on construction at military installations
are, by law, distributed to the lowest bidder, and to civilian
contractors, many of whom are local residents. The same may be
said for the local utility corﬁpanies supplying the bases with power,
gas and water. In assessing soc.o-economic effcété, it was essential to
evaluate the weight of these expenditures. If the base significantly

contributed to the overall economic health. of the community it
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follows that the closire of the base would dramatically influence the
economic stability «. the community. It is necessary to determine
the effect the base has on the local community. The United States
Air Force uses a standardized methodology for determining economic
contributions to. the local communmes and has each Air Force Base
Commander publish an annual report by its comptroller's offxce

. This report is called the Economic Resource Impact Statement
(ERIS) and is published at the end of each fiscal year. ft provides
unclassified key mformatxon to public officials and visitors about the
m1ss19n, resources, and economic ;mpact of the base to the
surrounding communities. - The 1989 ERIS for George AFB elstimated
“that George Air Force Base's annual operating exp.nditures
contributed $460,300,666 to the local communities. Additionally, the
report stated"that nearly 3,600 seéondary jobs were c;éated in the
local community to serve base t‘leeds. The methodology used to
arrive at these nurhbers in contained in Appendix C.

School . District. One of the most severe effects on the local
communities could occur in the City of Adelanto School System.
Adelanio owns two school buildings located on George AFB (the land
the schools sit on is leased). One-third of the school sysfem's
students are military dépendenté. An externality of the George
closure is that the state and federal government funding for these

school children will be taken away in proportion to the number of
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students lost with the closing of the base.! The district has -
petitioned the State and Federal government for allowances which
would permit the funds now recleivcd, based on current child
population, to be reduced over a period of time (e.g. over three years
through 1995) rather than abruptly. This would lessen the
immediate effect of ic base closure and enable the school district to
com'pen.satc for the loss of military dependent students by enrolling
new students which move into the area. This wogld.re‘duce furthel:‘r
layoffs2 and will allow the school s&sfcm enough time to possibly
regain the students which it lost with the closure of the George AFB.
[Rei. 32]

Retired Military. Closing George AFB will have a direct
financial impact to eligible recxplents of mllltary health care,

particularly military retirees and their dependents. The hospital's

. 1Federal and State aid to the school district is in the negotiation phase at
“the time of this report.

2Further effects ripple throughout the schuc! district. With such a
significant loss of student population, the number of teachers employed by the
district must decrease to remain proportiona! to the number of students
enrolled. With a decrease by one-third of the s'ndent population, a significant
‘number of teachers must be terminated. Due tc e.;-';iority, the majority of the
teachers that will be terminated are the lower p-ying, less experienced and
‘newly bhired.  After asking for volumary retircr.cats and resignations from
thc more senior and higher paying career edu-acors, the majority of the
remaining teaching staff will be high paid career profescionals. This mix of
teachers will ultimately increase the dollar per st.dent ratio required for the
district. Thus, the amount of money initially budz~ted will not be enough to
cover the cost of the newly prescribed number of students following the
closure. of the base. This situation is further aggravated if funding from the
Federal government is allowed to be tcrmlnated suddenly and not on a thrcc
year schedule as proposed.

69




closure will reduce the ‘availability of military health services to the
approxim.atcly 12,400 retirees and: their -dependénts living near
George.  Additionally, supplemental services presently available to
eligible persons living in the vicinities of Barstow Marine Base, Ft.
Irwin, Edwards AFB, China Lake, and Norton AFB would be réduced,
poten‘tially affecting health care at other hase communities.

The Georgé AFB Hospital ‘has over 10,000 active, records for
military retirees and their dependents. [Ref. 21] Patients Who
previously used Geprée AFB will be required to either travel longer
distances fqr.u'eatment at/ a military facility (e.g. March AFB Hospital,

60 miles away) or receive services in community hospitals under the

'CHAMPUS program (military medical insurance)!. For patients who

choose CHAMPUS, the average patient will incur additional expenses.

" of nearly $600 per year for in-patient services and $275 per year for

out-patient services. Additionally, patients will incur additional costs.

~for prescription drugs and some medical tests. Many military

retireces chose to move to the Victor Valley because these facilities

and benefits existed, and therefore the removal of them makes them .

true economic losers as defined earlier. Thus, the closure of George

IThe Civilian Health and Medical Program of the Uniformed Services
(CHAMPUS) provides payment for health services rendered in civilian
facilities. Under the standard CHAMPUS program, the patient is responsible
for 25 percent of the total bill or a fixed daily amount of $210 (ncte: these costs
are due to go up Januwary 1991). - Under the Prime CHAMPUS program,
participating health care providers charge patients a nominal fee for
services.  Victor Valley Hospital is a participating provider; St. Mary's Desert
Hospitai is not. .
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AFB will result in an adverse impact on cost and convenience of
health care for military retirees and dependents who now c:pend on
this hospital!. |

Thoﬁgh the retirees mostly lose, the communities mostly win.
The communities will now benefit from the additional revenues and

business these retirees will be forced to spend in town. The only

way in which the communities can lose from this situation is if

capacities are reached due to the additional demand, and overall
services decline for everyone (e.g. the hospital becomes
ovcrcrowdeci). . Additionally, the commmunities could lose if a
significant number of the fetirees choos: to rﬁové (though the overall
population growth in the Victor Valley should easily compensate for
‘this effect).

Commuhity Relations. Corﬁmunity ~atmosphere and
relations. with a major military base are a socio-economic effect that
cannot be overlooked. The existeﬁce of a major military base in a
community has a unique ‘positi‘vc i'mpact on a community's
personality. George AFB has always ‘had a widely held reputation for
‘outstanding community relations. [Ref. 33] A key example of the
good“rclationship that prevails between the military and civilian
community is the Victor Valley "Airman of the Month" award. This

award is given to an Airman from George who, judged by his

1 Adverse impacts to retirces and their dependents will also occur because
of the closure of the Base commissary, exchange, and the elimination of base
recreational services.
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“superiors, is the top military performer of the base. ' He/she is
awarded special recognition from the . Air bForcle, but more
significantly, is gi\;en a banquet in his/her honor sponsored by local
businesﬁes, and a comprehensive gift“package consisting of prizes,

gift certificates and money — totaling -over $2500. Clearly, such

actions by local business demonstrates strong favorable public

support for George AFB. .
Summary of Socio-Economic Effects. In sumrhary,
nearly 20,000 individuals (job holders in primary or secondary

markets, retirees, and others more difficult to identify) will suffer

negative socio-economic effects from the George Air Force Base:

" closure. However, the communities of the Victor Valley stand to gain
from the base closure. = In the end, whether anyone remains 5 loser is
dependent on whether they are properly identified and directly
compensated (for example through assistﬁnce from the OEA), or if not

identified, indirectly compensated by the winners of base closure,

which clearly stand to be the majority. Of course the degree to which

the winners win, dxrectly hinges on the redevelopment and the reuse
‘of the base.

8. The George Air Force Base Reuse Question

‘As stated earlxer, The quesuon of ‘what to do with the land,

buildings, 'runways, and other assets of George AFB is a topic of
heated debate between Adelanto and the Victor Valley Economic

Development Agency. Each ‘want entirely different uses for George
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AFB. Encircling the argument' are si‘gn\ificant influences from the
Southern California region. |

Without ‘major expansion ‘an'd improvement projects, Los
Angeles, Ontario, Burbank, John Wayne and Long Beach Airports will
be able to serve a comi)ined total  of about 63 million passengers
annually by the year 2000. However, by then the public demand for
. airnlane seats ‘at those five airports will have surgéd to 93 miillion,
leaving 30 million would-be travelers essentially stranded. [Ref. 29]
Physical ‘|co‘nstraints ard the threat of lawsui.t‘s make any expansion
of these airports unlikely. Insteéd, politicians are lookirig for
solutions elsewhere. For the past several years, it appeared growth
would take place in Paimdale (60 miles from Los Angeles and 35
miles from George). Palmdale has a ‘small regional airport with
plenty of capacity (and desire by the local community) for growth.
H_owevér, the closure of George presents an even better opportunity
to poiiticians for_two‘brima;y reasons: (1) a recently approved high-
speed train, and {2) the persistence of Mayor Ed Dondélinger. ‘

The California-Nevada Super Train. A California-
Nevada super speed train has recently been approved by the two
states ‘and is planned to be in aperation by 1998. The train will
travel between Anaheim and Las Vegas‘ at speeds up to 300 miles
per hour on a wave of magnetic encrgy." The 270 mile trip would
take 90 rﬁinutes and cost"only 2/3 what the current equivalent air
fare costs. The trip time from Anaheim to Adelanto is estimated at

only 25 minutes. Links are planned to Burbank and Ontario, and the
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train Will pass through the heart of the Victor’ \,/alley. Developers’
estimate the existence of the train will create 25,000 jobs and add
$600 million in new earnings to each state's economy. Mayor
Dondelinger is a major pro;_‘ohent and "banking” on the new train's
future. | | |

Adelanto and the "Super-port". "People think we're,
crazy and wonder_wh.y‘.we'd want to live with airport' noise, " stated
Mayor Dondelinger. "We'll, we've been living with noise (from
military jets) for 48 years,‘ so it'ls timc_-,' we got some payoff from 'vit."
[Ref. 29] Because of the air traffic economics in the Los Angeles
basin, Mayor Dondelinger and Adelanto are winning significant
support for the vision of an intcmational aifport.l The Orangel Counlty,
Board of Supervisors voted in July 1990 to scraph tWo proposed
airport sites in fheir county and throw their weight .behind the idea
of the desert shper-port. To date, Adelanto had spent over $1
million on its lsuper-port plan. Dondelinger stated, "We're dead
serious about this thing and will pay any price for George." The
r'r'lembets' 6f VVEDA are not so excited ‘about the idea. |

"I frankly don't think all the air congestion problems in
Southern Caiifl'ornia“ should " be visited on the Victor Valley,"
Victorville Mayof Terry Caldwell said. San Bernadino Cdunty
Supervisor Mu:sia Turoci, VVEDA's chairwoman agreed, noting that
"we have to remember that Orange County' and evérybody ='(:lse is
supporting this super-port because it's something bt'hey don't want in’

their . communities.” Mayor Dondelinger told the Los Angeles Times
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that such skeptics suffer from myopia ~and vowed to mire
redevelopment of the base in lawsuits if Adelanto does not get its
way. As stated earlier, he currently is playing peacemaker, but final
reconciliation. and agreement is still far off. [Ref. 29]

The effect of all of this is important in determining the socio-
economic costs imposed to the communities (winners and losers) as
the redevelopmeni delays persist. Clearly, the most significant factor
from studies of historical base closures showed that smoothly
coordinated, rapid redevelopment was the key to limiting negative
socio-economic effects from closure — and in fact providing
substantial gains from closure to local communities. Conflict severely
limits what the OEA can do to assist the communities. - The OEA is not
empowered to take sides in situations such as that of the George
closure. Though the Adelanto-VVEDA problem will be rcsolved,.the
effects of these delays will limit early gains from reuse and
redevelopment and increase the severity of the losses for most of the
losers from the closure action. ‘ |

In principle, the High Desert Airport would accept passengers
desiring trausportation’ to ‘the Los Angeles area, then transport them
via the high speed commuter train to points further to the West. In
addition. to attracting business associated with the airport, Adelanto
officials hope to induce large manufacturing firms to the High Desert
area due to its convenience, open space, low cost land, and accessible
transportation. Adelantovhas thus fér, induced businesses to the area

which are not otherwise attractive to other communities (oil burning
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power plant, cement plant, industrial park) through tax incentives,
and in the case of the power plant, allowing a greater air particulate
discharge from their smoke stacks than is acceptable in other areas
of California. Although the Adelanto City reuse plan is an aggressive
‘one, it seems doomed to failure because the small city does not have
the necessary tax revenue base required to undertake such an

aggressive plan.

' B MOFFETT FIELD NAVAL AIR STATION
To contrast specific socio-economic effects of the. George Axr Force
Base closurg, we chose a military base for study that at first glance
could be closed without much of any apparent effect on the
communities. Naval Air Station Moffett Field, California, is located in
the Santa Clara County in the heart c;f what is commonly known as
the "Silicon Valley" (see Figure 4). Over the‘ years, the local
communities 'Ihave‘ slowly encroached on Moffett and now demand.
airfield operations restricted to reduce noise factors. . The
“overwhelming populace I/rely very little on the economic payroll and
oper.ations_ that Moffett provides. Moffett Field was selected by the
: Prcsid;nt for possible closure in his FY1991 defense budget, and has

- received closure attention in the past as well.
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NAS Moffett Field and Local Communities
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Figure 4

1. History of N.A.S. Moffett Field

‘ . Moffett Field was originally established to house the large.
lighter-than-air ships of the post World War I era. " The airship's size
dictated a particular type of hangar arrangement and in 1933
property was acquired from the city of Sunnyvale Calif_ornia.‘to meet
these needs. = The government purchased a total of 1000 acres . of
farm land for the approximate cost of $475,000 and in 1933 this
property was deeded to the United States Navy for what is now
known as the Moffett Field Naval-Air..Staﬁon. [Ref. 34]

' Lighter-thaﬁ-air or blimp operations were terminated in
1947, following the end of World War II. Moffett then transitioned
to fixed wing operations. The first operations at the base after the
transition were transport aircraft squadrons. Following the outbreak

of the Korean war, fighter squadrons were moved to Moffett Field.
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Later, several of these fighter squadrons were transferred to

Lemoore NAS in a consolidation process. Since then, the base has

been entirely devoted to the .role of anti-submarine maritime patrol,

first with the P-2 Neptune aircraft, and now with the state-of-the-art
P-3 Oriop aircraft. Moffett Field is the home for the Pacific Fleet‘
Headquarters for all West Coast long range land based antisubmarine
warfare operationé. _
2. N.A.S. Moffett Field Capital Assets

Two parallel rﬁnways which run north and southl across the
mid section of'thé. base split operation, maintenance,. supply and
support functions between the various tenant commands on the

station. One of the largest users of the runway facilities is the

NASA/Ames Research Facility, which is largest non-DoD stakeholder

at the base. Their research includes flights of various size and

configurations of aircraft which‘ require the 10,000 ft rvnways

available at Moffett. . Current base .population is approximately 4,800

military and 1,600 civilian personnel. [Ref. 34]
3. Initial Community Reaction to ‘the ‘Mof.‘e?t Field
Closure |
'The initial commﬁnity reaction to the pronosed closure
annoqnccment'affccting Moffett Field was mixed, but mostly sided
with the proponents of closure. This was in contrast with the
reaction *o the announced closure of George ‘AFB. This was

'predictablr, as the land used by Moffett has many alternate uses

78




which local communities could find much more beneficial to their tax
base, job, and hodsing markets. |

Thc\local district representative, Congressman Tom Campbell
was quoted as saying, "I  will support whatever is best foxj the
Department of Defense — if it can be shown, and if they believe, that
closing Moffctt is beneficial, then 1 wjll support base closure.” [Ref.
35] The San Jose Mercury News newspaper ran several editorials in
Jaﬁuary and February 1990 that supported the Moffett cllosure. The
only major V(;ice in opposition was local retirees and the Mayor of
Mountain View, who is retired Navy himself. Only a handful of
people voiced 'opposition at a public hearing held in September 1990
for the purpose of expressing opinions about the draft Environmental
'Impact Statement. Clearly' the initial reaction to the proposed
Moffett Field closgre' was different than that to the 'announced
George closure. |

4. N.A.S. Moffett Field Socio-Economic Effects
~ The closure 'of Moffett Field would involve the loss of

approximately 4,800 military, 800 resérve and over 1,600 civilian
personnel. The NASA Ames Research Center and the California Air
‘National Guard are both located at Moffett. Both require the use of
the runwa)lts, and would need to re-evaluate their positions.

The socio-economic impact of the Mcfiett base clos.ure would
affect the local communities in the same  way closing George is
affecting the Victor Valley commqnities — but not to the same extent.

The most direct economic losers of the Moffett base closure are the
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civilian workers at the base and the retirees who moved to the
immediate areal for‘vtheir retirement benefits.  There would be an
impact in the secondary job marklet as well (through a multiplier
effect), but this effect would be less than that obsérved in the Victor
. Valley communities and would be much more 'easily absorbed by the
vast ‘and varied economy of the Silicon Valley. [Ref. 34] |

Politically, the closure of; Moffett Field would not bring about
contentious arguments between the communities to the same
degrees as the closure at Georgé. Though the runways at Moffett
present a major asset, expansion to a regfonal airport_' is not needed
nor desired due to an alréady crowded airspace in the bay area and
an extensive airport asset nearby (San Jose International Airport). '
Most developfnent plans call for reuse to center .around industrial
park designs and high &ensity housing. The only unknown would be
the disposition of NASA/Ames, the Air Force Station, and whether
the runways could actually be removed. 'According to a draft
Environmental Ivmpact Statement (EIS) prepared by the Navy's'
_Westlern Division of the Naval Engineering Cprhmé.nd, the closure of
. Moffett Field would reduce 'prim.ary and secondary jobs in the Santa |
Clura County by less than one percent [Ref. 34]. |

5. Shmmary | | , ‘

The George Air Force ciosure case study illustrates many of
the common base closure elements that were disclosed in earlier
studies b‘y. the Eéonomic Adjustment Commiittee and other private

individuals. The proposed Moffett Field base closure offers a
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contrast to George's,” and shows that in the 1990s, hot every

community cherishes the relationship it has with a military base in

the way communities did in the 1960's. Moreover, the two cases
presented demonstrate the individuality of each base closure
process. A more specific analysis of the the two closures is presented

in the next chapter.
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V. CASE STUDY ANALYSIS

Tk~ fjeorge Air Force Base case study provides an excellent
oppcitim., to study the economic and political relation.ships that
exist in .- base closure process in the 1990s. The study additionally
allows us to assess transition and reuse procedures, and how this
process can effect the socio-economics of the local communities.
From this research, we can better dcfine military base closure
winners, and losers, describe trué socio-economic effects, and assess
the policy decisions which effect closure transition. '

The hypothesis at the outset of the George AFB case study was
that - the Victor Vélley communities and'George AFB had a highly
interdependent socio-economic relationship, and therefore, the
George closure ‘would have a major’' negative economic impact on
those local communities. If this assumption were true, the case
‘would provide an ideal study of a' "worst case” scenario, highlighting
the problems of base closure and resource allocation in the public
sector. Though the case did provide for a good analysis of socio-
economic consequences, it did ﬁot lead to the negative conclusions we
originallyl.anticipated. This supports the conclusions of the Economic
Adjustment Council in their 25 years of base closure report and other
private individuals that point to positive socio-economic returns

from base closure within 5 years 6f closure [Ref. 20],
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A. ANALYSIS OF THE SOCIO-ECONOMIC EFFECTS OF THE
GEORGE AFB CLOSURE

Despite the initial projections by local civic leaders and media, the
Victor Valley communities stand to lose very little from base closure,
and in fact should greatly benefit. Still, there are true economic
losers in the process. | | |

1. Winners and Losers in ‘the-lGeorge AFB Closure

The true economic losers of the George AFB closure can be
defined as those businessmen, homeowners, retirces, and service
industries who specifically moved to the Victor Valley after George
'AFB had opened, and rely on George for benefits. For most, the
‘losses will be temporary in nature. As the land is vshifted to alternate
uses, these individuals will actuaily experience ‘significant economic
gains (this easily explains the large numbers of speculative invesiors
that have combed the arca since the closure announcement [Ref. 29]).
For those not included as true loséfs, any losses suffered represent
an cqualiiation of the gains‘ received when' the base was first opened.
The most revealing aspect of the case study in this area was that true
losers stand to lose very little due to the rapidly improving regional
economic factors influencing the Victor Valley in 1990. yFor example,
due to the positive ‘annual growth rate in the area, real estate
brokers located immediately off the base have experienced minimal
negative effects from the closur: announcement and process.

Thougﬁ we can define the economic losers, we can not easi]y

identify them. But some groups do stand out. The most distinctive
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losers are those military retirees who moved to the Victor Valley
explicitly for the benefits the Air Force ‘Base providéd them. As
shown, lusing the base will mcanl financial losses and contribute to
significant "inconveniences” for these military retirees. For example,

with the loss of the military hospital on the base, the retirces will be

required to go to other more distant military iastallation; for health

care, or be forced to seek care on an already crowded public health

market. Other losers from the closure of George do not stand out.

For instance, those who lose because the community hospitals will .

now, be beyond capacity due to the addition of the military retired

and their dependents are difficult to idetitify.

2. Effects on Community

Each local community will feel the socio-economic effects of

‘the closure differently. Originally it was thought each of the
communities would suffer econbrﬁically from the closure. However,

due in large part to the steady population growth in the Mojave High

Desert area, the socio-economic effects of the George AFB closure
seem to be negligible. For example, overall housing prices have not
decreased, and there has not been a decline in business or business

payroll. The orly real loss Victorville will experience is the positive

and productive relationship with the Air Force and its personnel, as’

exhibited by the George "Airman {)f the Month” program. This loss of

community spirit and pride is tangible, but also negligible. The

’losses for Adelanto, however, are more significant and will be

explainéd in more detail.
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As measured by the potential for winning, Adelanto could be
the biggest loser in the George AFB closure. Adelanto relied heavily
~on George to boost its weak economic résource base. The loss of |
George yseverely' hurts Adelanto's lower income rental occupancy rate
aﬁd school systerﬁ tax base. Should the High Desert International
Airport plan be accepted, Adelanto could stand to substantially gain
far more than the existence of George wouid have contributed.

However, Adelanto is only a true economic loser from the
closure of George if its residents and small busin:sses came to
Adelanto specifically because George existéd. Our ;uidence showed
otherwise. Tile chief attractions to Adelanto were lower property
prices for housing and less stringent environmental standards for

business.

B. THE OBSERVED POLITICAL PROCESS

- The initial negative reaction to the George AFB closure
announcement ,s‘ig'nalled the - beginning of complex political
maneuvering and staging. The 'reaction'tp the announced closure
reinforces .the political axioms that politicians. should be pro-active,
and one job held is better than two potential jobs. . Constituent letters
to Congressman Lewis showed little regard for economics andl
efficieﬁcy, and' instead, concentrated on wheth;:r or not the
congressman would defend his voting public. If federal jobs on the
base were ldst, Congressman Lewis would no longer be in control of.
the effects this payroll had on the local economy. He would lose

some of his political influence — and some of his power. Locally, the
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'

civic leaders, whén given ihe chance to improve the local economy
by privatizing the base, preferred to keep the status quo, (base open
with constant employment and economic relationships). Mayors and
ci;y council members made calls, wrote ‘'specific point papers, and :
* traveled -to Washington to defend the base's existence. ' They too
believed that they must  be perceived as defending the current:
economic climate. | | |
1. Political Compensation
The negative response to the closure announcement by
Congressman LeWis and the local civic leaders, though sincere, helped
.to. poiitically develop the stakeholders of ;he closure. Byl responding
negatively, the civic leadérship increased the perccived number of
'potential losers from the George closure. This in turn increased the
potentiall requirement for community conipensa_tion and
consideration in base closure actions from the federal gbvcrnment.
One such form of compensation they received was a liberal closing
'schedule. The decision was made that George AFB would not be
closed * for four years after the announcement, giving the
communities ample time to coordinate their efforts and resolve their -
| differencés as to the proper reuse of the assets associated with the
base. Though this presumably delayed the ,econorhic benefits of
closure for the federal goverhment, it significantly assisted . the
municipalities in establishing redevelophent plans. |
Andther _political decision to influence a positive . outlook to | | .

base closure was a government sponsored trip of community leaders
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visiting communities around the Icouhtry which had previously been
through the closure process. The tour demonstrated that eveén
isolated communities such as those in the Victor Valley could prosper
from ihe closure of the large military base. This tour was in
response to the large :initial negative 1eaction to the closure, and
éffeétively changed public sentiment and better prepared the
communities for the closure process.] It sho»uldvb_e. noted that. this
type of tour has not been suggered for Moffett Field, in large part
because . the initial announcement of the proposed closure did not
evoke such a large negative reaction.
2. The Power Game Exhibited at ‘G_eorge'

: As the community with’ the most to gain, and therefore the
most to lose, Adelanto has fought for control of base redevelopment
with the Victor Valley Economic Development Agency. In this fight,
all the communities share the same "political turf". - For Victor Valley
to succeed all the organizations must ‘work together towards a
common goal. Mayor Dondelinger immediately recognized this and
drew his political power from “his foréSight that cooperation was an
eventual necessity. Though all the local communities shared the

. necessity for cooperation, they did not share the same goals, values,

lin discussions with local civic leaders, this tour sponsored by the Air
Force did more than any other aspect of the Air Force's attempts to relieve the

-fears of the local community as to the negative factors of base closure. After
this tour of previous military installations was completed, the leade-s
interviewed all said the question of whether the base should close or not was
no longer an issue, rather the discussion turned to, what can the base do for us
after it closes and how fast can we institute the change.
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or vulnerabilities. Mayor Dondelinger s‘uccessfﬁlly raised Adelanto's

. redevelopment agenda by obstinately refusing to negotiate any

option other than the "Supcr-port"'concept. By using legal and

formal procedures to his advantage (much like they were intended

- when written for tHe Loring AFB closure in 1976), he threatened

environmental litigation to halt or permanently delay the reuse of
the base. Though the negotiations are continuing at this time, it
appears Mayor Dbndeliﬁger‘s plan for a larger airport has received
increaSed consideration as the other communities recognize their
ultimate success is dependent on cooperatlon | |

In summary, the political processes observed in the Gcorge

Air For::e base closure may delay the closurel process (and hence

increase inefficiencies in resource allocation). However, this
proérastination may ‘ensure  stakeholder's agendas are heard, and
give losgrs the opportuhity to be compensated. Current law and
procedures regarding the closure and dispoéition of military bases
encourage civic leaders to act as seen in the Victor Valley area.
Sometimes this encouragement is beneficial to the process; however,
without help, communities remain ill equipped to resolve disputes

and coordinate redevelopment.

C. ANALYSIS OF THE GE(I)RGEAFB REDEVELOPMENT PROCESS

Local community léadership is ‘not equipped to handle the large
immediate problems of promoting redevelopment and  restoring the
economic relationships once a military base is closed. This in part

explains the desire to avoid closure even t'hdugh the potential gains
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are evident. Additionally, the gap in time since the last set of base

closures has eliminated any corporate knowledge for base closure
procedurés and redevelopment pitfalls. For this reason, the Victor
Valley communities have relied extensively on the guidance and
services of the Office of Economic Adjustment.
 The OEA hés,been the cornerstone to the closure process. for
George AFB. The OEA provided the blueprint which later became the
Victor Valley Economic Development Agency. Through the assistance
of the OEA, VVEDA was orgénized with the County of San Bernadino
and received a $95,00C grant to perforrﬁ dévelopmcnt work. The
OEA not only has funds available for essential studies va_nd formal
reuse proposals, their leadership, direction, and contact with the
primary governmen:al departments and agencies, facilitates the
timely turnover of assets at George to the communities. |

The OEA is limited when political entities break off from one
another and create opposiqg agéndas‘ for base reuse. However, as
- project officer Ken Matzkin has done with Adelanto and VVEDA, the
OEA continues to emphasize that cveryone loses if the base
rédevelopmént does not occur rapidly and in a coordinated .manner
(as shown in tne Utility Possibiiities Figure in Chapter III). This
influence has been critical to the redevelopment efforts at George
and led to the initial reconciliation meeting held in San Bernadino in
November. | ‘

The OEA is not capable of handling all of the problems that

occurred with the George closure. . For example, when the
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announcement of the base closure was formally published, the most

talented and experienced of the 'gcneral service government
empld)ees‘ working at the military base left bas‘e employment as
soon as possible. Anticipating the ouiflow of' civil servants from the
closing base to othle'r n‘earby facilities, thésg seasoned veterans
realized the need to "get out early". | This greatly ’detracted from the
base's ability to perform an orderly closure.

Additionally, it is apparent in the two case studies that the
military retirees and their benefits are not considered in the closure
decision.  Although health care is not a legal obligation by the
govei'nment of the United States ‘to military retirees,' the contract is
strongly implied as an bbligat'ion‘ at the time . of enlistment or
~ commission in ‘the Armed Services. To not consider these individuals
in the closure i)rocess is a mistake, possiSly leading to far feaching
consequences in the fu‘ture.1 In cases invol\"ing individuals who
specifically - moved to the Victorville area to preserve their
retirement bchefits, these individuals will lose more than other non-
military retirees in the area. Neither the OEA nor the local

communities worked to identify these stakeholders, nor attempted to

I1t is believed that such treatment of the military retiree may adversely
influence the decision of military personnel who are undecided as to whether
to make the military a career or not. Seéing this type of policy change toward
implied obligations on the part of the government, military personnel may
well ‘opt to leave the service rather than .take the chance that his/her
retirement benefits will be reduced.
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ensure they ‘would be compensated in way. This example can be

extended to other economic loser groups as well.

D. CASE ANALYSIS SUMMARY

The case studies illustrate the,éorhmon elements of base closure
now and base closure durinvg the past 30 years. Historical studies
showed that base closure cffered communities much more than it
took away, even in situations where the communitics were isolated
.and seemingly economically dependent on the local base. Our study
of George Air Force Base, a base which is somewhat isolated, shows
the historical studies to be relevant. With the pfoper guidance and
community leadership, a base closure is most often converted into a
positive community windfall. lthn losers are compensated either
directly or from the winners, reuse of military bases brings about
financial rewards and positive socio-economic influences for all those
involved. |

The Victor Valley commun'ilties stand to gain much'more_ than
they will lose due to the George Air Force base closure. Regardless
which of the major reuse proposals is accepted, the area stands to
substantially gain economically more than they had with the George
AFB in operation. The direction and management of George
‘redevelopment must be aggressive, - coordir'lated,‘ and must
successfully attract new industry in order tc maximize these gains.
These decisions are left to the politi‘cians and will directly affect the

magnitude of economic gains the communities realize.
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VL. THESIS CONCLUSIONS AND RECOMMENDATIONS

The base closure issue is one that will remain alive as along as
there is a need for a military in the United States. The issue has
continually been revisited in the 20th Century with history providing
the interested party with a ‘picture' that is painted in confusion and
non-logical conclusions as to whether 'or not a military installation
should be closed. In today's austere budget environment it is .
anticipated that the end of the Cold ,vWar will revitalize the
 discussions concerning the requirements for additional base closuries‘.

The present base closure process is not prppéred td adequateiy
allocate government property for private rédcvelopment., Our
research found many positive and negative aspects of the base
closure process. There are several inefficiencies and incomplete
© economic brocesées; that ‘serve to delay closures and therefore delay
the potential benefits to communities. Many of the axioms presented
in 'the‘ historical studies are applicable today. Beyond an affirmation
of thc;se axioms, we observed the follo‘x}ing problems, aﬁd offer
recommendations for improvement of the base closure proéess:

1. Ob‘sei'vation:_ Our stud}i, in agreement with historical
assessments, concluded that 'major negative socio-economic impacts
on communities when the local ‘military base closes are negligible.
This appears to be true even in worst case scenarios where’ local
communities are somewhat isolated and ecoﬁomically vdependent on

the base. ' Yet, initial community reactions to base closure continue to
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- be negative. These reactions seem to be an outgrowth of viewpoints
held by federal and local political factions attempting to exert
influence and broaden their power base. Our research shows thic
reaction to be unfounded.

‘Recommendation: Increased awareness of those parties
concerned with the conditions affecting the base closure process and
a bettef understanding of economic and political relationships in
public policy making are essential. Figure (5) shows these
relationships for the base closure situation. This figure shows the
ehvironment surrounding the base closure process — in a largse way
affecting the decision to Elose or leave a base open. But tﬁe economic
efficiency of base closure is manipulated by the ring of political

influence encircling 'it.
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A DoD decision to close a base to improve government' efficiency is

dependent on the political processes that control the details of the

- decision.  Too often political influence squeezes the economic
effxcrencres, causing excessive delays and mcreased costs. However,
if local citizenry and civic leaders realize and understand thxs

process, they can help limit these delays and work toward beneficial

redevelopment. Our study concludes that base closure can lead to

posmve socio-economic benefits — local political leaders should grasp
that concept for the benefit of their constituencies.

2. Observatlon: The base closure process is contentrous and too
lengthy. This leads to resource allocauon inefficiencies and delays
economic  return to the federal govemn'lenr and ulti‘matelyv to the
~ individual citizen. The political process which takes place at the
federal and local levels delays even the s1mplest closure by several
years.’ Pubhc law and vague procedures promote mfightmg between

c1v1c leaders

Recommendation: Once a decision to close a base is made, it

should be implemented. as ouickly as the community can be
prepared to reuse it. OEA project ofﬁcer Ken Matzkin agrees, "Delays
are not good news. When a base's fate hangs in limbo, and
redevelopment is needlessly postponed, it hurts the surrounding
communities.  Bankers become skittish. Developers shy away.
Though recovery is inevitable, it is delayed.” [Ref. 35] The OEA and
the DoD need to assist and Congress should not hinder an

economically sound closure. Michael Closson, the director of the
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Center for Economic Conversion in Mountain View, California, adds

that‘ the key to successfully converting a military base is careful
" planning and proper utilization of time. "Communities waste
valuable time, sométimes years, and instead of fighting closure,
sheuld plan for it."

3. Observation: All possible alternate uses for base reuse are
not considered, and some stakeholders are not identified or heard in
the base closure process. There is a definite bias in redevelopment
toward simplistic reuse plans that lean toward obvious assets — such
as runways. We ‘found no evidence that other options, other than
differing sized airports associated ~with industrial parks, were
considered for George.

‘'Recommendation (1): Make the public more aware of the
process aﬁd‘ the avenues to be heard. The Environmental Impact
Statement process is specific and allows for ample input from
stakeholdei‘s ‘and for reuse options. However, we experienced very
little turnout or preparation for the public hearings that were held in’
supﬁort of the process. Local civic leaders must advertise the
existence of the process oetter. The value of the land the base is now
on could be utilized for different purposes. The report, "25 Years of
Civilian Reuse," states numerous other uses can be found for the
assets' contained on a typical military base. These alternate uses are
more or less valuai)le to individual citizens. For example, the most
valuable alternate use of the property on which the base is located

may be to make a golf course for some of the stakeholders. To
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others, more valued -uses may be to provide homes for the elderly or

homelless,' or use base assets as penal institutions. All of these
alternative uses must be considered as viable alternatives. Our
study indicates that there is a breakdown in this portion of the
-decision making process, and all the alternatives may not be
considered for possible reuse issues. |

The reuse question is slanted primarily towards privatization of
the property in question, and the increase in the possible tax base of
the property for local communities. "In cases where the base contains
an airfield of any substantial size, the decision is almost predestined
to include the use of this resource in redevelopment plans. The only
question that remains in these cases, as it does in the Victor Valley
case, is how large should the airport be, and who should have the
control of the redcvelopment

For examplc many of the communmcs of the OEA study built
community related facilities - at the ‘closed bases. Colleges were
established, low cost housing took the place of military barracks and.
on-base housing, and at bases which were associated with an airfield,
regional and possibly larger' civilian airports were established. In
the case of the airports, many 'other associated businesses were
established near the air centers, thus im‘proving ‘the over-all
efficiency of the area.  Tax bases in the area increased and the local
economy improved after a brief period of readjustment,
(approximately 5 years). These ' are just examples of alternatives

that we observed were rarely addressed.
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Additionally, we concur with recommendations by the President's

Economic Adjustmeént Committee to:

*Utilize the military phasedown period to secure interim-use
tenants whose operations are consistent with long-term
plans.

Postpone all but essential capital improvements during the early
years of ' operation. :

Identify improvements eligilbe for federal grants or finance the
improvements with revenue bonds, using the rental
'revenues from the civilian tenants for debt service on the
bonds. '

«Salvage unneeded, obsolescent structures with .the net proceeds
used to finance capital improvements.

. Recommendation (2): Politically biased groups for
‘redevelopment like VVEDA, and politically dependent organizations
like the OEA, are not sufficient to help communities assess alternate
uses for base redevelopment which would lead to more efficient
resource allocation. A Ispecialized téam of economic and pb]itical
experts is recommended to specifically guide communities through
base redevelopment. This team should be nonpartisan and would
use the OEA as a resource and assist in the 'privatization of the land
and its resources. It would begin to develop and then draw on a
base closure data base that could be used as a generic blueprint for
closare. This t.eam could also provide compensation alternatives or
substitu = employees for the civilian general service ,employees_‘t'hat,
we observed, leave base employment soon after the announcement
of .the base closure is made public By having the knowledge and

experience of previous base closures available, this team would be a
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valuable resource for the inevitable base closures in the 1990's. This

‘team could develop a plan that would:
*Understand the local community and stakeholders
*Build on local strengths |
*Help create a realistic vision for thé future

Recommendation (3): - We recommended the three military
services unite to develop ‘a base closure process that would include
common policies and procedures for working with local civic leaders.
This may include jointly sponsored tours for civic leaders and would '
significantly contribute to the corpor‘late data base which would assist
" future closures. |

During the research of this paper, it was necessary to call. and
speak with the ~military officers who were. working on the base‘
closure problem. Though. extremely cooperative, they seemed to be
so overwhelmed that it wouldlbe difficult to focus on the most
efficient route in closing a base. It was clear from these discussions
they needed more staff to work on these complex issues. It was
apparent these offices dcsignated tc study b'ase'closure did not have
clear goals or delineated duties. It was also clear that
representatives of the Navy knew some elements of closure,
representatives of the Army knew others, and representativeé of the
- Air Force knew still others. The closure process could benefit from

the collective knowedge of all the services.
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Conclusion

The announceinent of a base closure sends rippling waves of
panic, fear, jubilation, and ccnfusion through the hearts and minds of
‘nearby résidents. The Department of Defense of the 1990's will be a
different organization then the DoD of the past fifteen years. The
military build up of the Reagan presidency is now a mémory of the
Cold War. From this new DoD will emerge a leaner military
establishment. ‘with smaller services requiring fewer bases and
installations. The federal government will have little choice but to
close and realign these ‘ins.tallations in the hopes of cutting the
defense budget, thus decreasing the overwhelming budget deficit. In
short, base closure is something that will become more prolific in the
1990's. From these case stﬁdic‘s, it is apparent too many mistakes
have been mad: in‘recent closures. Decisions concerning the closures
have been madé as a result of "knee jerk" reaction to political
decisions. The Department of Defense, as well as the governing
bodies of the nation, must look for ways to make this process an
orderly transition. ‘They must help the local residents in easing their
fear of economic disaster, as well as assist the communities in
developing viable, long term alternative uses for bases destined for
closure. |

Public organizations are ultimately subservient to i)olitical
objectives, and as su@:h,* must delegate a large degree of efficiency
responsibilities to those democratic processes of the people. Here, as

in many other policy decisions, efficiency is subsumed by politics.
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The military base closure problem must be ‘smoothed to allow the
efficiencies to be great"er and the political influences to be smaller
with the increased awareness and understanding of the process by
stakeholders. This awareness will help prevent statements such as -
the one by Mountain View Mayor Angelo Frosolone x\;hen told the

Moffett Field base closure would remain in indefinite limbo -.

"So that list is kaput, huh? Hey, that's good news! Hey,
you made my day!." [Ref. 35]
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Department

- includes the Office of Economic Adjustment (acting staff of

the EAC)
Department
Department
Department
Department
Department
Department
'Department
Department
Department

Department

Council of Economic Advisors

Office of Management & Budget
‘Arms Control & Disarmament Agency
Environmental Protection Agency*
General Services Administration® |
Small Business Administration*

Office of Personnel Management*

*key EAC departments for assistance in military base closure.

‘ APPENDIX A
THE PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE

of Defense*

of Agriculture

of Commerce

of Education*

of‘Energy.

of Health and Human Services

of Housing and Urban Deyelopmeqt*‘
of the Interior

of Justice

of 1abor

of Trahsportation
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APPENDIX B
ECONOMIC ADJUSTMENT PROCESS
“ AND THE
OFFICE OF ECONOMIC ADJUSTMENT -

The Economic Adjustment Program was established in 1761 to
"support national security objectives by helping communities resolve
problems caused by significant Defense program policy changes.”
[Ref. 1] These include military base closures and realignments, new
niilitary‘ bases/expansions, defense contract reductions and
-community-bésc issues like encroachmcnt.. "The program is
implemented by the Officé of Economic Adjustment F(OEA) in
‘éooperation with the military departments. Since 1970, assistance
ha.g been pfovided by the President's Economic Adjustment
Committce' (EAC), an inter-agency committee of 18 federal
departments and agencies which is chaired by the "Secretary of
Defense. The OEA is the permanent staff of the EAC,

To restore cqr’nmunityv stability after a base has been se‘le‘cted for

~ closure, the program:

*Helps ‘communities help themselves through appropriate local
and intergovernmental organizations which plan, coordinate
and implement adjustment efforts.

sTailors assistance to local needs and capabilities.

eJoine available federal, state and local government resources
~ with those of the private sector to achieve adjustment goals.

«Seeks to replace lost jobs.
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*Converts surplus base facilities to civilian job producing uses.
like airports, schools and industries.

*Analyzes expected tax revenues compared with public facilities
and services demands.

«Addresses specific Defense-related community problems:

—Land-use planning to avoid development encroachment
that would constrain base operations. :

—Regional development' issues.
" —Defense procurement outreach programs
—Comprehensive school planning

—Special event assistance |

In the last 29 years, the economic adjustment program has
helped o;/ef 400 communities more than offret 93,000 lost jobs due
to major base closures. The Economic Adjustment Program conveys a
broad message to communities in the field of regional economics —
that economic growth is not alone an economic problem. It is as well
a social problem, a political problem, an environmental problem, a
psychological problem, and a leadership problem. Economic re-
development'dcmands an iﬁtgrdisciplinary approach keyed to the
specific needs of the indi?idual corrimun'ity or region involved. At

the head of the process is the Office of Economic Adjustment.

The Office of Economic Adjustment

Though local communities could organize their own economic
recovery - efforts, the Office of Economic Adjustment has been
necessary to assist small communities develop the‘ basic

organizational understanding and self-confidence toward economic
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growth. However, the OEA approach is based on the key philosophy

that it is the local community that must, be the driving force behind
economic recovery. |

Since its founding, the OEA has remained a fairly small
organization. Evenl’at' the height of niajot closure anhouncements in
the mid-sixties, the office was staffed by eight professionals and
three'secretaries.v Today the OEA has only doubled the total staff
size. The budget for tﬁe OEA for FY1991 is $‘3.5 million, which
according to senior -broject officer Ken Matzkin, is very adequate to
'co'ver the current myriad of projects and responsibilities for the
Office. [Ref. 28] With the current staff size aﬁd the current level of
. activity of base closures (all due to the 19'88. base closure
coﬁimfssion); each project officer - handles rbughl‘y 5 base closure
cases. For example, Mr. Matzl;in's case load consists of the closures at
George Air For& Base (CA), Fort Dix Army Base' (NJ), Norton Air Force
Base (CA), March Air Force Base (CA), and Fort Ord Army Base (CA).

Though the official. policy of the OEA is to respond only to
community invitatioﬁs for -assistance, it has been involved in
virtually ‘cvery domestic base cicsure since 1961. In addition to its -
advisory role to and for the affected communities, the OEA also
serves as the base clbsure community's focal point or représentative
in Washington. In essence, the OEA is able to ensure that the federal
goverhment speaks with one coordinated voice to the affected local

community.
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Possibly the most difficult task for the OEA is its advisory role 'in

stimulatipg and strengthening local community leadership to
recognize and to work cooperatively toward finding viable new uses
for the former base facilities. The OEA normally encourages the
formation- of a broadly based closure committee representétive of all
elements within the community. Occasionally, the formal leadership
of the community is not the true leadership which can find
productive uses for the bases. This is especially apparent in small
isolated communities where the survival of the. fiitest sometimeé
‘appea'rs'. to work.‘ in reverse, in that the more energetic residents
leave for new opportunities Therefore, the OEA must be continually
attuned . toward arresting comriunity discord, toward discerning
leadership strengths and weaknesses, and toward promoting self-
confidence within the community itsclf;

" By using the 18 departments and agencies of the EAC, the OEA
has a wide range of resources available to assist in obtainihg
incentiveéy grants, and loans for corﬁmunity redevelopment.‘
Historical studies have indicated that base closure projects have not
required excessive grants beyond initial redsvelopment studies
which serve to guide communities and attract industry [Ref. 1]. In
summary, the OEA has served an' effective role in leading
communities to rapid reuse of assets‘andv stabil‘ization of economies

throughout the life of the Economic Adjustment Program.
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APPENDIX C
GEORGE AFB E.R.LS. AND ECONOMIC EFFECTS

The Air Force has instituted a system whereby the local
commander of an Air Force base must determine the economic

effects his base has on the local economy. This report, known as the

Economic‘ Resource Impact Statement (ERiS), is published annually’

and covers the previous fiscal year's impacts on the local community.

This report provides unclassified key information to public officials

~and visitors about the mission, resources, and economic impact the

base to the surrounding communities within a 50 nm radius.

The ERIS lincludes information on the host and tenant missions,
base history, organizations, force s‘tructurle, programs, ‘capital assets,
manpower, value of resources, payroll, local contracts, morale,
welfare and recreation (MWR) activities, construction projects, and
economic impact. | ‘

For the purposes of this paper and the discussion of chapter VI,

the most important of these products developed by the ERIS is the

economic impact informatio;i provided by the report.  Of the

statistics provided, the esseﬂtial ones are those concerned with the
payroll and spending distribution from ‘th‘e' employees of the base,
whether they are civilian or military, to the local communities. This
is essential in determining the impact that a closure of the base will
have on the communitiés, in that this incqme distribution will be lost

and or replaced. The following table describes in detail the formulas
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used by the Air Force comptrollers to determine the effects on the

local communities. These factors, once established, are then sent to
headquarters Tactical Air Command for verification and‘
~ standardization. |

The Department of the Air Force has established thalt_each‘fiscal
year every Air Force Base shall prepare a ‘standardized economic
report summarizing the impact the ‘individual base has on their
respective communities.  Since 1983, the George Air Force Base
comptroller's office has annually dist‘ributed"an Economic Resource
Impact Statement (EﬁIS) to, not only its military superiors, but the
local 'community. civilian leadership as well. The statement provides
"...a complete accounting of the direct base impacts with a
methodology for estimating the Total "Economic Impact (TEI) of base
expcnditdres and Secondary Jobs Created (SJC)." ‘While not
combletely economically correct, the figdres from the annual ERIS
will be utilized by the authors for analysis rather than developing an
‘entirely new set of data. The methodology for determining these
effects is written by Headquarters SAC and is contained within the
Air Force comptroller's instructions. A short explanation of the
essential factors and terminology involved in the annual report.
follows. ,
| The Air Forcé designates the area within a SOnm radius of the
base as an Economic Impact Region (EIR). The focus of ERIS is within
this area. The Air Force defines the impacts of Air Force base

spending as both direct and indirect. Direct spending is in the form
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of either contracted  civilian construction, or services and initial

expenditures (such as payrolls and procurement). Military and
civilian payrolls originating on an Air‘Force base are not consumed
entirely within the EIR. Instead a certain percentage of this income
is lost to taxes, savings and purchases made outside the EIR. While
thése figures are &ifficﬁlt to ‘detevrr'ni_ne accu'ratelly, the Air Force
estimates that‘ thirty to fifty percent of gross income is usually spent
inside  the region. The Air Force suggests that payrolls must be
- multiplied by this proportion before using -a multiplier to calculate
the impact of the base on the local economy. Thé'local average
propensity to consume (APC) then is used as the proportion of
income spent within the EIR and varies for military and civilians.
The next step used by the Air Force ‘to determine the base"s
impact on the local community, is to calculate the secondary jobs
creatcd (SJC) through expenditure of funds by the “Air Force. The
jobs created by military expenditures are calculated by esti'mating
. worker productivity applicable to two. categories of worker
compqnsationlz payrolls and mégerials. Productivity is measured as
gross sales per employee using ,nationalfy accepted - averages. _Sales ,
per worker ratio values and secondaLry' (not total) jobs created are
calculated using total net economic impact, divided by productivity
for the two sectofs in which base expenditures and secondary trade
impact fall: ;etail trade and services, and wholesale trade. Total

economic impact of the base on the local community is therefore
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determined by summing the economic impact inside and outside the

EIR after corrections for APC have been taken into account.

After the local base comptroller, under the direction of the
commanding officer, has prepared its estimate of the local economic
imp‘act to the community, the, report is reviewed and revised by Oak
Ridge National Laboratory and the URS ‘Corporation, in ah attempt to
correct errors and to standardize the computing equations used by

the individual bases.

) /

D

A. B. ‘ C. .

Annualized Adjustment (AxB) ERIS
Variable Amount Factors Local Amount Variable
Name ~ (5000) (3000)
Appropriation Fund ‘ APC
(AF) Payroll
Military on-base . x 0.30 ' Ymon
Military off-base _  x 050 : Ymof
Civilian X 0.55 ‘ Tes
Non-appropriated Fund (NAF) and other Civilian Payroll
Contract Civilian —_— % 055 Yee
Other Civilians —__x 055 Yeo
Subtotal Mil.&Civ Pay '

AFPAY
Civilian NAF/BX —_x 055 Yex'
Estimated payroll expenditures off-base in EIR -

: (Ymon+*Ymoff+Ycs+YcctYco+Yexd RPAY
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Construction' and Services Labor Share ; - ‘
' . x APC ] -
Total Construction - x0.384 x 0.55 Ycon
Total Services ~x0.524 x 0.55 Ys
Commissary — . x 1,00 C . .
Education —_— x 100 : E
Health —_— . x.1.00 H
TDY and TLA —_  x 100 -T
Total Constr -
and Services . AFCONS

Total Construction and Service Expenditures off base in EIR

(Ycon+Ys+C+E+H+T) : RCONS
Materials, Equipment, MES Share
Supplies (MES) o
Total Const. - x.600 : Mg
Total Services _x0.183 e Mg
Otlier Materials, Equipment ' ' ‘
and supplies in ER —  — x1.00 AFMAT
(Mc+Mg+AFMAT) RMAT

Total AF Base Expendiiures

(AFPAY +AFCONS+AFMAT) AFTOT
Total AF Base Expenditures in EIR .

(RPAY +RCONS+RMAT) RTOT

ERIS Impact Calculations Procedures:

To estimate the total economic impact within the EIR of the AF installation's annual
Operation expenditures designated in $000's of Dollars.

TEIEIR=RTOT x M

Secondary Jobs Created by base in the EIR:
SIC=RPAY x (M-1) +RCONS x M + RMAT x M
Prs Prs Pw :
Estimated total econmomic impact (inside and outside the EIR) of the Air Force
© Installation's annual operation expendxture
" TEIALL+ AFTOT x MAVG

Estimated secondary jobs (inside and outside the EIR) created by AF base operation
expenditures:
EJOBS=AFTOT/PDOD
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ENVIRONMENTAL IMPACTS OF BASE CLOSURE AS STATED
BY THE GEORGE AFB AND THE MOFFETT NAS E.LS.:

The closure recommendation for George AFB is the result of the
Defense Secretary's Commission on Base Realignments and Closures,
from legislative req‘uirements in the Base Closureé and Realignment
Act (public law 1‘00-526) :md from U.S. Air Force plans to enhance
mission readiness and national security.  Provisions of the Act
require that the Department of the Air Force examine several aspects
of the impending closure of the base and make recommendations as
to the possible reuse.of the land on which the base is standing. The
EIS 'completéd by the Airl Force looked at several aspects of the
\cloSure. However, this study did not make recommendations as to
the possible reuse of the base. ‘

The following is a summary of ’the ‘most important of these
findings on the impact of closing the George facility and moving the

assets of the tenant commands to Mountain Home AFB in Idaho.

SURFACE

GROUNDWATER

GEOLOGY SOILS
WATER & WATER
CONSUMPTION
No impact Beneticial Beneficial Beneficial
effects because impacts during impacts due to
military storm runoff reduced

activities 'that
disturb soil at
the base will
cease

because the

-potential for

surface
contamination
at the base will

be reduced after .

closure

consumption
of groundwater
and a reduction
in the rate of
water table
lowering




AIR QUALITY

Air emissions
from the base
will be reduced
.t0 nearly zero
when the closure
takes place.

BIOLOGIC

ENVIRONMENT

Overall

improvements
are expected
in plant growth

due to the
reduction of

in the area.

-military activity .

CULTURAL -
RESOURCES

Beneficial
impacts are

MILITARY
RETIREES

Adverse financial
impacts are expected
to eligible recipients
of military health
benefits and their
dependents.

- The Moffett base closure question prorhpted the Navy to

contract with the Naval Engineerin‘g Division for an Environmental

Impact statement on the base. This statement's findings included

many areas of concern with the possible closure of the Moffett NAS,

and the possible zxpansion df Whidbey NAS to take the migrating P-

3 aircraft squadrons previously stationed at Moffett. The majoritj of

the findings are presented here to illustrate the areas of most

concern.
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LAND USE

No significant
impacts are
anticipated.

- Expansion of
operations 'along
current axis of
hangar row
constrained . by
soil condition.
Other land uses
on-base are
constrained by
ordnance arcs.
Some potential for
in fill
construction
possible. Noise
impacts could
affect local use

_ are possible.

TRANS-
* PORTATION

Light to moderate
impact on traffic
levels and
circulation
associated with
rural
characteristics of
road network on
Whidbey island.
Light impact
expected overall,
but significant
impacts could be
realized in
localized areas
alrcady having
congestion

‘problems
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HAZARDOUS
MATERIALS

Increased levels
of generated
waste not likely to
significantly
impact handling
capacity .

- UTILITIES

" No significant

impacts are
anticipated with
adequate supply

- capability in all

arcas




NOISE

Moderate ' impact
possible from
increased use of
engine test cells.
Increased flight
operations would
result in
‘increased noise
levels and '
possible impacts
on noise
designations | in
the AICUZ. Such
impacts, however,
“are dependent on
timing/extent of
migrating of
Whidbey A/C
elsewhere.

BIOLOGICAL

RESOURCES

No significant

impacts are

anticipated on

habitats of
existing

threatened and

endangered
species.

14

CULTURAL
RESOURCES

No signi’icant
impacts ure.
anticipated




APPENDIX D
EXAMPLES OF COMMUNITY REACTION TO CLOSURE

The following two letters provide representative examples of the
initial community response to the George Air Force Base closure

announcement in 1988. Both are repeated in their entirety.

Capt Wilfred Cassidy
AQTAC/DEEV
Langely AFB, VA 23665-5542

Capt Wilfred Cassidy:

I read the draft closure of George AFB.” I am sure a lot of fhought and
investigation was put into the pamphlet, also a lot of money.

However, the point has been missed entirely. Who are the civilians that made
the decisions to uproot thousands of Americans? They did not even mention a
single base in their states. Why?? Why was it done undercover? Why did they
say the BIGGEST reason was that they were afraid a plane from LAX would hit a
plane from George. This is ridiculous. Everything is being covered up.

I have talked to numerous people in this arca. NO ONE wants the base closed.
Why did civilians make the decision — why did they not take a vote, why did|
they not have Congress do the footwork. Jusi whose idea was it?

As far as noise, there isn't ahy. I lived on the base for two years. And have
lived off base for 17 years. If, which is seldom, I hear the jets, I, like everyone
clse feels security. : ’

The base brings class to this arca. There has always been great
‘lcommunication between George and the High Desert. The jets can fly 365 days
a year in this area. Mountain Home, about three months. Close Mountain
Home and you will save money. Don't those businessmen know that our
runway was extended, we have a beautiful new hospital, just got new
computers, right now they are putting new roofs on base housing. The
military spends a lot of money in this area. If we lose the base, our economy
will go zilch. .

I work at one of the two local hospitals. We are filled to capacity with waiting
lists. We NEED the George Hospital — it runs very smoothly. Also, the
commissary has improved immensely. People (military and retirees from all
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over) use both. The civil service people will just go to Maron and bump their
people because of seniority, or take a loss in their life savings and move. Why
don't these wonderful consultants close Clark AFB? We pay millions to keep our
base there, and the money is somewhere in Switzerland and in Imelda's shoes.
She sure is living high on the hog — where did she get the dough? 1 saw
atrocities over there that would have closed this base in a minute if it had
happened at George.

If you knew the fights that. were going on over who gets the base, you would
be appalled. Although I am sure the wonderful consultants already have it
planned for whatever THEY WANT. A railroad, prison, or 'drug rehabilitation.
Or AN AIRPORT — JUST WHAT THEY DIDN'T WANT. NONE OF IT MAKES ANY SENSE.
JUST REMEMBER, IF IT WORKS, DON'T FIX IT. IF YOU THINK THE COMMUNIST
CONTRIES ARE JUST GOING TO LAY DOWN AND PLAY DEAD, YOU BETTER THINK
AGAIN.  We always had wars, big and little, my family has been in them every
time. Please, don't close ANY base, you will rcgret it.

Smccrcly,

Joan Mansfield

February 11, 1990

Captain Wilfred Cassidy
Hq. TAC/DEEV
Langley AFB, VA 23665

Dear Captain Cassidy,

Regardmg the EIS for George AFB, California, I would' like to express my
chagrin, as a military retirce, over any loss or lessoning of base service to the
local retired  population. :

We retired in this arca because George Air Force Base could provide hospital,
base exchange, commissary, and recreational services that we were led to
expect on retirement. o :

Whatever you can do to' save our retirement facxlmcs and services for us would
be greatly apprec:ated :

Slncerely. :

ALAN R. MacLaren
USAF (Ret)
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